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WHOLESALE PRICES, 1938-48 


THE index number of wholesale prices as now calculated by 
the Board of Trade is not a satisfactory indicator of post-war 
price movements. No one would deny this, least of all the Board 
of Trade. The index is based on 1930, and the choice of items and 
their weights was guided by conditions in that year. Moreover, 
it was then deemed impossible to obtain price series for most 
manufactured articles, so that the index includes the prices of 
very few end products of manufacturing. Clearly, we need a re- 
vised index based—and more broadly based than hitherto—on 
the year 1948, in respect of which a Census of Production is being 
taken. In the last section of this article, we set out some con- 
siderations on the nature of the revisions which are desirable. 
However, we must first analyse, as far as possible with existing 
price series, the structure of prices in 1948 in relation to a pre-war 
year (1938). Such an analysis is of interest in itself, and it will 
also guide us in making suggestions for a new index of wholesale 
prices based on 1948.1 


I 


There are several index numbers of prices of basic food pro- 
ducts, home produced and imported. Some of them are of little 
present use, since they include food products at various stages of 
production and distribution, some prices being before and others 
after subsidies. What we require, first, are index numbers of basic 
products before subsidies. The best for this purpose are the index 
of average values of food imports (Board of Trade) and the index 
of agricultural prices (Ministry of Agriculture). The latter is, in 


1 T have to acknowledge assistance received from the Economic Research 
Division at the London School of Economics in the laborious computations in- 
volved in this analysis, from the Board of Trade in placing at my disposal the 
individual price series of their index of wholesale prices and from the Ministry 
of Food in providing information on the incidence of food subsidies without which 
some of my calculations would have been impossible. None of these organisations 
has any responsibility for my conclusions. 

No. 234—vo.. Lx. L 
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effect, an index of prices received by domestic farmers, inclusive 
of direct Government payments. The following tables involve 
some re-grouping of the constituents of these two index numbers. 

In Table I, the index of average values of imports is shown 
rather than that of import prices, since we wish to trace changes 


TABLE I 


Index Numbers of Average Values of Food Imports 
(Average 1938 = 100) 

















é | : 
Grain and Dairy Other All 
| flour. | Meat. produce. | foods. foods. | Tobacco. 
Average 1946 262 187 212 227 217 235 
1947 299 200 234 282 255 237 
1948 333 213 275 294 282 228 








Notes. 


Other Foods (and All Foods) include fish, fruit and vegetables (fresh and pre- 
served), tea, coffee, cocoa, sugar and miscellaneous manufactured foods, 
together with alcoholic drinks; but exclude animal feeding-stuffs (except 
grain), live animals and oilseeds. Tobacco average values are before duty. 


in what we pay for the imports actually brought in, allowing for 
their changing sources and composition. We are not interested 
here in the changes in world prices of particular commodities. 
Against the use of average values, it can be argued that they 
reflect changes in quality as well asin price. This is true, but the 
argument applies much more to manufactures than to the more 
basic food products and raw materials. We can take the average 
values index, at least for food and raw materials, as a fair indication 
of changes in the prices paid for the imports we actually get. 

The index of average values of food imports is by no means 
confined to basic food products, since it includes manufactured 
foods and alcoholic drinks. But it does represent prices (mainly) 
before subsidies at the earliest stage at which foods enter pro- 
duction and distribution in this country. Similarly, the index of 
agricultural prices, shown in Table II, reflects prices received by 
domestic farmers, before food subsidies and with acreage pay- 
ments. Here, livestock and dairy produce should strictly be 
regarded as “‘ intermediate products ” and their prices are reduced 
by the effect of the subsidy on animal feeding-stuffs. It might 
be better to go back to the basic materials (e.g., feeding-stuffs), 
but no suitable price series are available. 

The level of prices in 1948 was about 2? times that in 1938 for 
food imports and rather less, perhaps 2} times 1938, for prices 
received by domestic farmers. The price rise from 1938 was more 
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TABLE II 


Index Numbers of Agricultural Prices 
(Average 1938 = 100) 

















, i Dairy 
| Grain. Potatoes. Livestock. produce. 
Average 1946. ‘ 219 190 184 209 
1947 226 208 218 225 
1948 264 234 240 243 
NoTEs. 


Grain—wheat, barley and oats. 
Livestock—cattle, cows, sheep, ewes, bacon and pork pigs, sows and poultry. 
Dairy Produce—milk, butter and eggs. 


Weights vary from year to year as in the Ministry of Agriculture index. 


than average for grain, 1948 import prices being about 3} times 
1938 and 2% times 1938 for prices to domestic farmers. The 
price rise was below average, on the other hand, for livestock 
products, for meat and (to a less extent) dairy produce. Mis- 
cellaneous foodstuffs, such as sugar, fruit and vegetables, show a 
price rise above average. 


II 


For final food products, there is an official (Ministry of Labour) 
index of retail prices on June 1947 = 100, and this can be carried 
back to 1938.1 The price changes, however, are not shown for 
separate food categories, only for all food purchased by working- 
class families. There is no existing wholesale-price index for food 
products and manufactures in the final stage. An approximation 
to such an index can be constructed from individual price series 
used in wholesale-price index numbers, and the index shown in 
Table ITI has been built up in this way. Individual price series 
have been selected from the Board of Trade’s index, and two new 
series added to fill out the fruit and vegetables group. Some 
revisions have been made in the basic series to improve the com- 
parison with 1938. The series are then averaged with an arith- 
metic (not geometric) mean, with a revised weighting estimated 
from amounts flowing through distributive channels. The new 
index, however, is not fully satisfactory, since most manufactured 
(branded) foods are still missing. Flour is included, for example, 
but not biscuits, and fresh fruit but not tinned fruit. We can 
claim that it is better than anything now existing, but still not 
good enough; it probably over-states the price rise for food 
products. 

1 See London and Cambridge Economic Service, Bulletin, February 1949. 
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In particular, the prices in the index are recorded at a uniform 
stage as regards subsidies, i.e., they are after subsidies of all kinds 
(except the special Welfare Schemes). The most striking feature 
of the monthly figures in Table III is that, apart from those 


TABLE III 


Index Numbers of Prices of Food Products and Tobacco 
(Average 1938 = 100) 

















Wholesale prices of food products. ‘Tobacco prices. 
Re- E — 
vrals . J Wholesale. 
Ce- | Meat | Dairy | “gna | Other} AN eel amen | Se 
reals. = —_, Be foods. | foods. seed. pon aun tail. 
Average 1946 . | 119 | 151 | 125 | 234 | 189 | 158 | 129 | 200 | 366 | 356 
1947 . | 1381 | 152 | 121 | 277 | 207 | 167 | 137 | 214] 501 | 333 
1948 . | 1385 | 162 | 139 | 249 | 249 | 177 | 149 | 224 | 580 | 370 
1948 Jan. . . | 185 | 149 | 121 | 268 | 250 | 171 | 143 | 217 | 556 | 359 
Feb. . é 135 | 161 | 141 | 250 | 249 | 177 | 149 | 217 | 556 | 359 
Mar. . . | 185 | 164 | 141 | 251 | 249 | 179 | 150 | 217 | 556 | 359 
Apr. . . | 1385 | 164 | 141 | 263 | 249 | 180 | 151 | 217 | 581 | 373 
May . . | 1385 | 164 | 141 | 261 | 249 | 180 | 150 | 217 | 588 | 373 
June . 135 | 164 | 141 | 264 | 249 | 180 | 157 | 217 | 588 | 373 
Jul. . . | 1385 | 164 | 141 | 255 | 249 | 179 | 149 | 222 | 589 | 373 
Aug. . . | 185 | 164 | 141 | 264 | 249 | 180 | 148 | 223 | 589 | 373 
Sep. . ‘ 135 | 164 | 141 | 238 | 249 | 177 | 148 | 223 | 589 | 373 
Oct. . ‘ 135 | 164 | 141 | 229 ; 249 | 175 | 148 | 240 | 591 | 373 
Nov. . ° 135 | 164 | 141 | 235 | 249 | 176 | 149 | 240 | 591 | 373 
Dec. . . | 1385 | 164 | 141 | 206 | 245 | 172 | 149 | 240 | 591 | 373 
Fiscal Year 
1948-49 : 
After subsidies . | 135 | 164 | 141 | 236 | 248 | 176 | 150 
Before subsidies 260 | 240 | 255 | 244 | 299 | 255 | 202 
































NortEs. 
Wholesale prices of food products (monthly averages), composition and weights :— 


Cereals—flour, bakers (3), flour, non-bakers (2), oatmeal (4), rice (4). 

Meat and fish—beef, home (3), beef, imported (3), mutton, home (1), lamb, im- 
ported (2), pork, home (1), bacon (3), ham (1), chickens (1), cod (4), haddock 
(4), plaice (4), herrings (4), canned salmon (4). 

Dairy Produce—milk (4), butter (4), miargarine (1), cheese (1), eggs, home (2), 
eggs, imported (1). 

Fruit and vegetables—apples (1), bananas (1), oranges (1), potatoes (1), tomatoes 
(1), cabbage (1), onions (1). 

Other foods—sugar (granulated), domestic (2), sugar (granulated), manufacturing 
(2), sugar (cube) (4), tea (2), coffee (}), cocoa (4). 


Retail prices (mid-month), see London and Cambridge Economic Service, Bulletin, 
February 1949. 

Tobacco prices, wholesale, series from Board of Trade’s wholesale-price index. 

Tobacco prices, retail, from White Papers on National Income and Expenditure, 
monthly figures showing only Budget change. 


prices which are permitted to vary seasonally (mainly fruit and 
vegetables), controlled prices are changed only infrequently. 
There were price rises early in 1948 but, after March, the only 
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important changes were a small reduction in the price of milk 
(October) and a large cut in the price of cocoa (December). 

The last two rows in Table IIT show the results of a calculation 
of the rise in prices of food products without subsidies. We must 
be quite clear on the meaning of this calculation. In many dis- 
cussions the effect on prices of the elimination of food subsidies is 
clearly meant to be the effect of the abolition both of subsidies and 
of price control and rationing. It is hazardous even to guess at 
the resulting price change; certainly, it cannot be measured. The 
present calculation is based on a more limited but completely 
definite interpretation. The question posed is: what will be the 
effect on particular prices, and hence on a particular index number 
of prices, of the reduction of the net subsidy on each commodity 
to zero, price control and rationing remaining otherwise un- 
changed? The reduction of net subsidies to zero is different from 
the abolition of subsidies. For example, if subsidies were abolished, 
the price of imported eggs would be different from that of home- 
produced eggs. If the net subsidy on eggs is reduced to zero, 
with eggs continuing to be sold at a uniform price, then a profit 
will be made on (say) imported eggs, balancing a loss on home eggs. 

The calculation for the index of wholesale prices of food pro- 
ducts proceeds item by item. It is made for the fiscal year 1948- 
49, since a year must be taken to avoid seasonal effects and since 
the information used (Hansard, September 24, 1948, written 
answer by Mr. Jay) relates to the fiscal year. The index of prices 
(after subsidies) is assumed to continue into 1949 at the December 
1948 level. The effect of a direct subsidy on a commodity on the 
price of the commodity is given in Hansard. In addition, the 
bulk (£57 million in the year) of the subsidy on animal feeding- 
stuffs is allocated to the main items affected (bacon, milk and eggs). 
In the end, all food subsidies are allowed for except for the small 
balance of that on feeding-stuffs (not attributable to food dis- 
tributed through commercial channels) and the small subsidy on 
fertilisers and molasses. It should be noticed that, once the 
effect of a 100% reduction in subsidies is obtained, it is a simple 
arithmetical matter to deduce the effect of a reduction by any 
other proportion (say by half) across the board, or indeed of a 
reduction differentiating between subsidies. 

For all items in the wholesale-price index, the elimination of 
subsidies (in the present sense) raises the price level from 176 to 
255% of 1938, 7.e., the rise is 459%. The corresponding effect on 
the retail-price index cannot be calculated directly, since details 
of price changes by separate food items or groups are not published. 
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The present calculation, however, assumes that the same absolute 
increase occurs, item by item, on the wholesale and on the retail 
price. The relation between wholesale and retail prices is known 
for many items and suggests that the percentage increase in re- 
tail food prices due to elimination of subsidies is 35°%, as compared 
with 45% for wholesale prices. Hence, retail food prices, 150% 
of 1938 after subsidies, work out at 202% of 1938 before subsidies. 
The corresponding effect on the index of retail prices, all items, is 
a rise of 12%, t.e., from 175 to 196% of 1938.1 

We can now bring together our results for food prices in 1948. 
Prices were 250-280% of 1938 for basic foodstuffs, home pro- 
duced and imported; these prices are (mainly) at a stage before 
subsidies have their effect. Wholesale prices of food products 
after subsidies were 175% of 1938, and retail prices after subsidies 
150% of 1938. Without subsidies, however, wholesale prices 
would be 250% and retail prices 200% of 1938. Hence, as be- 
tween “‘ basic ” and wholesale prices, the actual difference in the 
price change from 1938 is mainly a matter of subsidies. On the 
other hand, the difference between wholesale and retail price 
changes is the usual ‘“‘ cushioning ” effect of approximately fixed 
mark-ups; apart from subsidies, retail prices would be double, 
but wholesale prices 24 times 1938. Further, the larger price 
rise from 1938 in cereals as compared with livestock products, 
noticed at the “ basic ” stage, is scarcely seen in wholesale prices 
before subsidies. In fact, there is little difference in the rises 
since 1938 between various commodity prices at wholesale. The 
main exception is the larger rise in the prices of the group com- 
prising sugar, tea, coffee and cocoa, all imported items. 

Table III also shows changes in tobacco prices at wholesale 
and at retail. Before duty, raw tobacco prices in 1948 were 2} 
times the 1938 level, a smaller rise than for other agricultural 
produce. After duty, 1948 prices at wholesale were nearly 6 
times 1938, toned down to under 4 times 1938 at retail. 


Ill 


Available data on prices of fuel, power and light are summarised 
in Table IV. 

The price rise from 1938 to 1948, about 90% at wholesale and 
60% at retail, is smaller than in other broad categories of com- 

1 On June 1947 = 100, the effect is to increase the retail-price index for 


1948-49 from 108 to 121. This calculation, therefore, confirms the statement 
made by Mr. Jay in the House of Commons (Hansard, December 17, 1948, col. 


1619). 
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TABLE IV 


Index Numbers of Fuel, Power and Light Prices 
(Average 1938 = 100) 























Wholesale prices. 
7 Retail 
Coal Petro- G | Elec- All posses. 
=— leum. ots tricity. items. 

Average 1946 . 201 138 142 89 164 142 

1947 . 220 143 145 85 175 147 

1948 . 235 161 156 92 189 161 

Notes. 


Wholesale-price index numbers combined with weights—coal (4), petroleum (2), 
gas (1), electricity (1). Coal and petroleum series from Board of Trade’s 
wholesale-price index, export coal being excluded. Gas and electricity 
series from White Papers on National Income and Expenditure, for personal 
consumption (1948 provisional). 

Retail-price index, see London and Cambridge Economic Service, Bulletin, 
February 1949. The index comprises coal, gas, electricity and other fuel, 
but excludes petroleum. 

modities. Coal prices alone increased by 1948 to as much as 

double the 1938 level. The index of coal prices shown is for 

domestic coals, prices at pit or f.o.b. in the coastwise trade. Ex- 
port prices were raised above domestic prices in 1948; that of 


South Wales Steam in 1948 was 334% of 1938. 


IV 


There is a choice of index numbers of prices of industrial raw 
materials. For imported materials, the index of average values 
calculated by the Board of Trade can be used; this is based on 
the narrow definition of raw materials in the Trade Returns, 
excluding (for example) pig iron and copper ingots. For whole- 
sale prices, there are (amongst others) the Statist index of materials 
and the Board of Trade’s index of basic materials. Neither is 
satisfactory. The Statist index is an average of 26 series, mainly 
basic materjals but including coal, petroleum and some inter- 
mediate products such as leather. The Board of Trade index is 
a selection of price series from the broad group of industrial 
materials and manufactures, and its main defect is that the selec- 
tion gives rise to an unbalanced weighting. Out of a total weight 
of 33, paper-making materials account for 9 and hides and skins 
5, whereas the iron-and-steel group has a weight of only 1 and non- 
ferrous metals of 4.1 


1 The basic-materials index is a selection from the wider index without re- 
weighting. The selected series have the same weights as in the wider index and 
some of them carry the weight of intermediate and manufactured products as 
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What is required is an index of prices of industrial raw materials 
on a rather broader basis and weighted more systematically. An 
approximation to this is provided by the specially constructed 
index shown in Table V. Apart from one additional series 


TABLE V 


Index Numbers of Prices of Industrial Materials 
(Average 1938 = 100) 








Wholesale prices of industrial raw materials. Whole- 
Aver- sale 
age prices, 
values, Non- - ° mat- 
a Tron _ au | Nat- | Hides | Forest} 4) All be al 


orts, | and ural | and | pro- -, | Mmat- | (Statist). 
P steel. Raw. A metals. fibres. | skins. | ducts. | 98°: | erials. . ) 





Average 1946 . | 221 | 145 | 182 | 157 | 224 | 161 | 224 218) 191] 231 



































1947 . | 278 | 152 | 278 | 194 | 307 | 170 | 281 | 283 | 243 | 291 
1948 . | 325 |] 165 | 311 | 214 | 416 | 326 | 337 | 372 | 301 340 
1948 Jan. . - | 300 | 161 | 291 | 204 | 350 | 328 | 335 | 341 | 280 | 328 
Feb. . . | 304 | 164 | 297 | 208 | 364 | 328 | 338 | 349 | 286 | 333 
Mar. . | 306 | 164 | 297 | 208 | 395 | 328 | 337 | 362 | 293 335 
Apr. . . | 323 | 164 | 297 | 208 | 426 | 328 | 338 | 377 | 301 337 
May. . | 328 | 164 | 297 | 208 | 454 | 328 | 339 | 390 | 309 341 
June . | 334 | 165 | 301 | 210 | 470 | 323 | 340 | 398 | 313 | 346 
July. . | 339 | 166 | 301 | 211 | 444 | 322 | 341 | 386 | 308 | 345 
Aug. . | 340 | 166 | 303 | 212 | 428 | 322 | 338 | 377 | 303 | 343 
Sep. . . | 330 | 167 | 303 | 212 | 412 | 322 | 337 | 370 | 299 | 340 
Oct. . . | 329 | 167 | 343 | 226 | 398 | 322 | 337 | 363 | 301 | 341 
Nov. . | 332 | 167 | 344 | 226 | 411 | 327 | 335 | 368 | 304 | 345 
Dec. . . | 335 | 167 | 359 | 231 | 439 | 329 | 334 | 381 | 314] 348 
Notes. 


Average values, imports, annual averages interpolated in 1948 (monthly) by use 
of index of import prices. 

Wholesale prices of industrial raw materials (monthly averages), composition and 
weights :— 

Iron and steel—pig iron (7), steel billets (2), tinplate bars (1), wire rods (1), 
scrap (1). 

Non-ferrous metals—copper (1), brass (1), lead (1), tin (1), zinc (1), aluminium (3), 
nickel (4). 

Natural fibres—raw cotton (4), raw wool (2), wool tops (2), jute (1), sisal (1). 

Hides and skins—hides, imported (1), hides, home (4), calf and goatskins (3). 

Forest products—timber, soft (14), timber, hard (14), wood pulp, chemical (2), 
wood pulp, mechanical (1), art, silk yarn (2), rubber (1), oils, technical (1). 


Wholesale prices of materials, Statist index (end of month) averaged in pairs. 


(linseed oil), the components are all taken from the Board of 
Trade’s wholesale-price index, with certain revisions in linking 
with 1938. A rough weighting is adopted, and the series are 
averaged with an arithmetic mean. It can be argued that iron 





well as the weight of the raw material. So, it happens that the single series for 
iron ore has been separated from a set of prices of iron and steel products while 
paper-making materials carry the whole weight of the paper group in the wider 
index, 
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and steel are under-weighted in the index ; their weight is certainly 
on the low side. On the other hand, there are subsidies on iron 
and steel, so that the rise in prices (before subsidies) in this group 
would be larger than shown. The incidence of the subsidies can- 
not be determined at all accurately; as an estimate, the iron-and- 
steel price index in 1948, 165% of 1938, would be raised to at 
least 180% of 1938 if subsidies were eliminated. 

Prices of industrial materials are governed not so much by 
subsidies as by price control, which extends over most items in- 
cluded in the wholesale-price index. For a particular commodity, 
price changes may not be frequent, but they can be large when 
they occur. The monthly figures of Table V indicate, however, 
that price changes do not tend to occur at the same time for differ- 
ent materials even in the same group (except, perhaps, in January, 
a favourite time for price adjustments). The monthly index 
numbers for groups show quite frequent changes. The general 
pattern of change in 1948 was a price rise until mid-year, then 
some decline and a recovery in the last four months of the year. 
Raw cotton and wool were the main items which set this pattern. 
Non-ferrous metals, the other group which increased largely in 
price in the year, showed no price decline, and the rise in the last 
few months was sharp. Rubber prices followed the general 
pattern, except that they were still falling at the year end. Most 
of the other prices were steady after January. 

As with foodstuffs, the rise in prices from 1938 to 1948 was 
greater for materials imports than for materials at wholesale. 
The general rise for materials, however, was larger than for food- 
stuffs. Import prices in 1948 were some 3} times the level of 
1938, and wholesale prices were 3 times 1938. An important 
feature of the change from 1938 to 1948 was the differential be- 
tween the price rise for metals and that for materials of agricul- 
tural origin. Even if subsidies on iron and steel are allowed for, 
metal prices in 1948 were not more than 2} times the 1938 level, 
whereas prices of agricultural materials were 3? times 1938. The 
price movements in the second half of 1948, however, tended to 
reduce this differential. Non-ferrous-metal prices were nearly 
20% higher in December than in June, whereas prices of agri- 
cultural materials (and of foods) were generally rather lower at 
the year end. This reflects the continued strong demand for 
capital goods (augmented by re-armament in the U.S. and else- 
where) on the one hand, and the recovery in world agriculture on 
the other. 
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V 

There is no satisfactory index number of the prices of manu- 
factured products. The Board of Trade index of wholesale prices, 
while including a wide range of raw materials and intermediate 
products, contains practically no quotations of prices of finished 
manufactures. The group entitled ‘“ manufactured articles ”’ is, 
in fact, composed mainly of intermediate products such as finished 
steel, copper tubes, cotton cloths, chemicals and bricks. In the 
absence of any continuous series of prices of manufactures, we 
attempt here to approximate to an index for manufactures by 
combining two index numbers, one of the price of intermediate 
products, and the other of hourly earnings in the finishing sections 
of the industry concerned. The two are combined in proportions 
shown by the materials and wages bills in the industry in the pre- 
war period. The index of hourly earnings is calculated on the 
basis of fixed numbers (as in 1938) of men and women in the 
various sections of the industry. A number of assumptions is 
involved in this process of combining unit materials and unit 
labour costs if it is to give an indication of changes in the price 
of the product. In particular, it is assumed that there is no 
change in productivity. The whole process, however, is a rough 
approximation at best and no substitute for a series of price 
quotations of finished manufactures. 

Tables VI and VII show such index numbers for metal products 
and for clothing (excluding footwear), together with the related 


TABLE VI 


Index Numbers of Prices of Metal Products 
(Average 1938 = 100) 











Prices of raw materials. | prices of | Wholesale Retail 
— ——| finished prices of prices of 
Tron and | Non-ferrous| iron and metal household 
atecl. | metals. steel. products. | durables. 
Average 1946 145 182 153 164 205 
1947 152 278 163 188 219 
1948 165 311 172 200 232 

















Notes. 
Raw materials prices, as in Table V. 
Finished-iron-and-steel prices, from Board of Trade’s wholesale-price index, com- 
prising twenty quotations for finished steel and five quotations for iron. 
Wholesale prices of metal products, as described in text with weights : finished- 
iron-and-steel prices (21), non-ferrous-metals prices (5), hourly earnings in 
engineering and finished-metal-products trades (14). 

Retail prices, see London and Cambridge Economic Service, Bulletin, February 
1949. 
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Index Numbers of Prices of Clothing (Excluding Footwear) 
(Average 1938 = 100) 
































. Prices of intermediate 2 . 
Prices of products. Wholesale Retail 
raw prices of prices of 
materials. clothing. clothing. 
Yarns. Cloth, ete. 
Average 1946 202 216 177 179 171 
1947 255 240 184 189 175 
1948 348 281 274 258 191 
Notes. 


Raw materials index composed of raw cotton (weight 4), raw wool and tops (4) 
and artificial silk yarn (2). 

Index of yarns composed of cotton yarns (4), wool yarns (5), artificial silk and 
linen yarns (6). 

Index of cloth, etc., composed of cotton cloth (5), wool cloth (5), hosiery yarns (2) 
and wool skeins (1). 

Wholesale prices of clothing, as described in text with weights: prices of cloth, 
etc. (7), hourly earnings in hosiery and clothing (excluding footwear) trades 


Retail prices, see London and Cambridge Economic Service, Bulletin, February 
1949. This index includes footwear, but, at retail, the price changes for 
footwear and other clothing are approximately equal. 


series for raw materials and intermediate products and the corre- 
sponding retail-price index for working-class families. 

The price rise from 1938 to 1948 for metal products increases 
as we pass from pig iron and steel ingots to finished steel and to 
finished products. For clothing, the opposite is true, the price 
rise falls off between the raw materials and the finished products. 
The results for metal products are due, in part at least, to the 
effect of subsidies and purchase tax. Iron and steel are sub- 
sidised at the raw-materials stage; the main subsidies are on 
imported scrap, pig iron and steel and on freights on imported 
ores. Apart from these subsidies, the prices of basic and inter- 
mediate iron and steel would be at about the same level, perhaps 
a little more than double 1938, as prices of metal products. Re- 
tail prices show a larger increase over 1938 (particularly in 1946) 
because of the incidence of purchase tax. 

The tapering off in the price rise between textile raw materials 
and clothing is not an effect of subsidies (which were eliminated 
in this group at the beginning of 1948). It may be attributed to 
control through the utility scheme and to the “ cushioning ” 
effect of almost fixed mark-ups. The effect of the clothing sub- 


sidies, which were at the cloth stage, can be seen in the period 
The price rise from 1938 
If subsidies had 


(1946-47) before they were removed. 
is damped down from the cloth stage onwards. 
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continued in 1948, the level of prices (average 1938 = 100) after 
subsidies would have been roughly as follows, on the basis of a 
simple extrapolation from 1947 :— 





Wholesale prices. 
ar Retail prices, 














clothing. 
Cloth, ete. | Clothing. 
After subsidies . js é 200 205 180 
Before subsidies . : , 274 258 191 





Hence, the elimination of the clothing subsidies raised wholesale 
prices by around 35% for cloths and about 25% for clothing. 
The effect on retail prices of clothing, including footwear, was 
smaller. Even excluding footwear, subsidies affected the retail 
price by only 10% or so. 

No general conclusion can be reached on the rise in prices of 
manufactured goods from 1938 to 1948. If metal products and 
clothing can be taken as typical, wholesale prices in 1948 were 
between 2 and 2} times the 1938 level. The rise at retail may be 
somewhat less, but, here, subsidies and purchase tax have a con- 
fusing effect. Apart from both subsidies and purchase tax, retail 
prices in 1948 were of the order of double 1938 prices. 

A rough comparison can also be made between export and 
domestic prices. In 1948, export prices of metal goods were 
about 230% of 1938. This is a larger rise than that in either 
finished steel or metal products at wholesale on the domestic 
market. Similarly, export prices of textiles in 1948 were 340% 
of 1938—a greater increase than for yarns, cloths or clothing on 
the domestic wholesale market. Export prices are not subject to 
the same controls as domestic and, at least up to 1948, it was 
possible to keep them high. 


VI 


We can now summarise the main features of the price structure 
in 1948 in comparison with 1938. In round figures, these are 
given on p. 149. 

There is no “general level” of prices in 1948; the price 
changes since 1938 are very different in different groups. The 
most noticeable differentials are those between the prices of 
metals and of agricultural products and between fuel prices and 
prices of all other (non-subsidised) commodities. The former 
differential is seen most clearly at the raw-product stage ; it tapers 
off in the end-product stages, at wholesale and retail. 
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Prices in 1948 in percentage of 1938. 














Before After Before After 
sub- sub- sub- sub- 
sidies. sidies. sidies. sidies. 

Basic foodstuffs . | 250-280 — Food products : 

Raw materials : Wholesale ‘ 255 175 
Natural fibres. 415 — Retail . ; 200 150 
Other agricultural 335 — Clothing : 

Metals - - 225! 215 Wholesale . 260 — 

Fuel, power and Retail . ‘ 190 — 
light : Metal products : 

Wholesale ‘ 190 — Wholesale : 2051 200 
Retail 4 ‘ 160 — Retail . ‘ 2351 230 

















1 Roughly estimated. 
Norte : Retail prices are for working-class families. 





The effect of subsidies is shown in the table. Many retail 
prices are also affected by indirect taxes, but to an extent which 
is not easily calculated with available data. In particular, 
prices of metal products at retail, 230° of 1938, are raised by pur- 
chase taxes. Without these taxes and subsidies, these prices 
would not be more than double 1938. 


Vil 

The present Board of Trade index of wholesale prices is due 
for revision. The need for revision is recognised by the Board 
of Trade and urgent consideration is being given to the form 
revision should take. I would say, and I believe the Board of 
Trade would agree, that the revision must be complete and drastic ; 
no half measures can be accepted. The main defects and disad- 
vantages of the index can be quickly summarised. First, the 
index was designed, and is certainly generally thought of, as a 
“‘ general-purpose ” index showing changes in the “ general level ” 
of wholesale prices and indicating the changing “ value of money.” 
Whatever point this may have had in the past—a debatable 
matter—it has none to-day.1_ What is needed is an examination 
of the price structure, not of the general level of prices, and of 
changes in the structure under changing conditions (including 
subsidies and indirect taxes). Secondly, whatever the purpose 
of the index, the choice of price series was defective. The index 
includes practically no finished manufactures, priced at wholesale. 

1 The ‘‘ purchasing value of money ” can be defined and measured by the 
reciprocal of an index of retail prices taken over the whole field of consumers’ 
expenditure on goods and services (cf. Hansard, January 31, 1949, written 


answer by Sir Stafford Cripps). But the use of any wholesale-price index in this 
connection seems to me to be, at least, inappropriate. 
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The difficulties in the way of getting such prices are formidable; 
they can be, and must be, overcome. Thirdly, the grouping of 
the price series in the index is limited and rigid. This may have 
arisen because the object was to produce one “ general-purpose ” 
index so that a single grouping of all items adding to a total was 
all that was thought necessary. Once the “ general-purpose ” 
concept is given up, all kinds of over-lapping groupings and re- 
groupings become possible and desirable. Finally, the formula 
of the index is a geometric mean of price relatives, rather roughly 
weighted (on the out-of-date basis of 1930). The geometric 
form has many practical advantages, but it is subject to serious 
objection. 

The following are some suggestions for a revised index. They 
are framed in broad terms, without going into the countless 
difficulties of detail. The general plan of the index, and the 
grouping of the series composing it, must be considered first. 
Clearly, a large number of representative price series is needed. 
It is not a matter of a large sample of prices at all stages of pro- 
cessing and distribution. It is rather a question of having enough 
prices to display in various but definite combinations. ‘‘ Enough” 
must be several hundred, but probably short of a thousand series. 

As regards groupings, the foregoing analysis suggests that the 
prime consideration must be a broad double classification by end 
use of product and by stage of production and distribution. Three 
product groups are essential : fuel, power and light; food, drink 
and tobacco; other manufactures. The first group need not be 
classified by production stage, but a distinction may be made 
between industrial-, commercial- and private-consumption uses. 
The other two groups can each be divided by stages of production 
and distribution, specifically raw, intermediate and final products. 
There may be (and generally will be) a change in product, e¢.g., 
wheat, flour, biscuits. ‘Some items pass through the three stages 
physically without much change, e.g., vegetables priced to farmer, 
to wholesaler and to retailer. There may be difficulties about 
which are the raw products, e.g., livestock on the hoof or feeding- 
stuffs. But, in general, at least three stages can be fixed. 

Next, the raw products can be classified by source. The 
simplest grouping is probably: minerals—iron and steel, non- 
ferrous metals, other minerals; agricultural—farm crops, animal 
products, forest products. Intermediate and manufactured pro- 
ducts can be broadly classified to conform, by the major raw 
material used. They should also be further classified by end use, 
particularly into consumer and producer goods. 
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A further classification, though perhaps a subsidiary one, is 
by main industrial groups, such as vehicles or textiles and clothing. 
In each group, price-index numbers are required for the raw 
materials used, for the intermediate and for the final products. 
It is to be stressed that, here as in all classifications, all the price 
series assembled need not be used in a grouping, and any one 
price series can appear in several groups. 

Once the general plan and groupings are fixed, the choice of 
series can be made. In each group, representative price quota- 
tions are to be selected. It is not necessary that all “ important ” 
prices must be taken. If two prices are highly correlated in their 
movements, one will generally serve. It may be better to take in 
a less ‘‘ important ” price which has a different movement. 

The specification of the price quotations is a vital matter. 
Prices should be obtained on recognised wholesale markets, not 
average import values or at retail. Most important, however, is 
the need to price at a uniform stage or market. Raw products 
may be priced at the point of first sale in the U.K. Final pro- 
ducts may be taken at the price as sold by wholesaler to retailer. 
But, whatever stage is fixed, the same point should be sought for 
each commodity. To take, for example, some products at the 
price paid by wholesaler and others at that paid by retailers can 
make the resulting index of little use, particularly in view of the 
incidence of subsidies and indirect taxes. 

A question arises here whether export prices should be in- 
cluded or not. It is perhaps best to confine the wholesale-price 
index to domestic trade, including imports, but excluding exports. 
A subsidiary index can be constructed of wholesale prices of 
commodities intended for export, an index which can be matched 
with a price or average-values index from data on external 
trade. 

The weighting of the price series is the next point to consider. 
There are two stages, the weighting of items within a group and the 
weighting of the various groups in a classification. The first is of 
relatively minor importance, since weighting within a group can 
often be left to be covered by the choice of items and, in any case, 
it can be of the simplest kind. The weighting of groups, however, 
should be decided with care. But what are the weights to be? 
The volume of transactions is one possibility, but this method, de- 
pending on the number of times a commodity changes hands, 
would lead to an index of very special use. The practical choice 
is between production and consumption, including variants such 
as production plus imports and consumption plus exports. If 
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the index is to be confined to domestic prices, the choice narrows 
to consumption or production less exports and plus imports. The 
former seems preferable on balance. 

Finally, there remains the question of formula for combining 
price relatives with the aid of the weights determined. The pre- 
sent index of the Board of Trade is a geometric mean of price 
relatives with a simple weighting system. The geometric form 
has big advantages. The base can be changed by simple division, 
and the index is “‘ reversible ” in a comparison between two dates. 
Existing series can be removed and new ones spliced on without 
difficulty. The calculation can be done with month-to-month 
changes on the chain method.? 

All this depends, however, on the weights remaining constant 
over time. If the weights in period 1 are different from those in 
period 0, then the geometric form is no more reversible between 
periods 0 and 1 than the arithmetic. The common form of an 
index number, a base-weighted arithmetic mean of relatives 
(Laspeyre’s form), was deliberately avoided in the Board of Trade’s 
index. Laspeyre’s form measures the changing cost of fixed 
quantities (those of the base period); the index was designed to 
allow for decreased use of commodities which increased more than 
the average in price. In fact, however, the index assumes more 
than this, namely that the proportionate distribution of the 
values of different commodities used remains fixed as relative 
prices change—the decreased (relative) use just compensates for 
the increased (relative) price leaving (relative) value unchanged.’ 
This is a very special assumption and particularly dangerous, 
since it is usually not explicitly stated. In the first place, quanti- 
ties used or purchased need not decrease when a relatively large 
price rise occurs. We are not dealing with hypothetical price 
changes to a given group of purchasers at a given time—but with 
actual changes over time when purchasers can change their views 


1 The “‘ difficulty ’ often mentioned, concerning multiple counting when raw, 
intermediate and final products are included, disappears with the concept of a 
“* general price level.’’ The groups we are considering are groups of raw products, 
or groups of intermediate products, or groups of final products. The weights for 
each grouping can be fixed without double counting. Whether the three group- 
ings are finally thrown together or not is a matter almost of indifference. 

* This may have disadvantages in practice. Any error made in computing 
one link in the chain will continue in all subsequent links. Further, there is 
never any reason to keep a continuous series of any one price quotation back 
to the base—and so no reason to review the appropriateness of the series. 

3 If the index is one of prices to an individual consumer, this condition can 
be interpreted in terms of the elasticity of demand with respect to a compensated 
price change. 
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(or their “preferences’’) on various commodities.1 Hence, the 
geometric form may not be nearer the “ truth ’” than Laspeyre’s; 
indeed, there may be no “ truth ” at all in the price comparison. 
Secondly, even if the geometric form is nearer to a “ true ”’ index 
than Laspeyre’s, it is still not precisely the “‘ truth ’—but it is 
easy to slip into the habit of thinking that it is. 

Recent developments in thought about index numbers all 
point to the conclusion that it is preferable to calculate both the 
base weighted (Laspeyre) and the current weighted (Paasche) 
arithmetic forms of the index, and to compare them. These 
forms are easily interpreted in terms of aggregates, and their com- 
parison throws at least some light on whether it is meaningful to 
measure the price change with any index. The best practical 
procedure, for a wholesale-price index, is to compute it as a base- 
weighted arithmetic mean, 7.e., to measure the changing cost of 
purchasing the base quantities. The computation should not 
run for long, however, without making a comparison between the 
base-weighted index and the parallel current-weighted index. 

The revised index, then, should be of arithmetic form, as are 
all the index numbers calculated in this article. It should be 
based on 1948, using (say) consumption in that year as weights. 
Every so often, perhaps every year, it should be checked against 
the similar index using consumption in the current year as weights. 
At the outset, a link back to pre-war should be made as the result 
of a separate comparison, as detailed as possible and with alter- 
native (pre-war and post-war) weights. In view of the obvious 
difficulty of getting pre-war quotations for the prices of manu- 
factures, this separate comparison may need to be made in part 
on the basis of data obtainable from censuses of production. 

R. G. D. ALLEN 
London School of Economics. 


1 See, for example, Carter, Reddaway and Stone, The Measurement of 
Production Movements (1948), pp. 71-2. 
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THE PROBLEM OF FRENCH RECOVERY? 


DurineG the fiscal year 1948-49, France is to receive more than 
one quarter of all aid, direct and indirect, under the program of the 
Organization for European Economic Co-operation. By the 
common judgment of her European partners, France is now in 
need of nearly twice the net outside aid which the United King- 
dom will receive, and considerably more than twice the foreign 
aid which will go to Italy and the Netherlands—the other large 
beneficiaries. Why is France the neediest country in Europe 
to-day ? 

That question is, of course, too complex for a precise and 
simple answer, but there are some contributing causes of the French 
distress which appear stronger, and more fundamental, than 
others. This article, in a broad review of the French position 
as it appeared toward the close of 1948, attempts to isolate those 
fundamental causes. Study of them may perhaps provide a basis 
for judging the probable effectiveness of French Governmental 
policies, as they emerge during the coming months or years, and 
may also provide an insight into some of the general problems 
affecting the rehabilitation of Western Europe. 

The primary explanation of the French need for outside assist- 
ance does not seem to lie in any of the more obvious direct effects 
of war. The French backlog of unrepaired war damage is no 
longer significant. While the actual destruction of French plant 
and farms was undoubtedly greater than in most other western 
countries, her remarkable reconstruction effort has now restored 
this capacity. Although much of the repair has been only im- 
provisation, rather than replacement, it has made possible the 
return of overall industrial and agricultural production to pre- 
war levels. Nor has there been any major change in the traditional 
French position in world trade. France has not, because of war- 
time readjustments, become fundamentally any more dependent 
than she was before the war upon the earnings of her exports. 
She is still, in the potential of her manpower and resources, one 
of the best balanced and promising of European economies. 

1 This article was completed early in December 1948. The writer is grateful 
to many friends in France and colleagues in the Federal Reserve System, and 
particularly to Albert O. Hirschman, for assistance and advice during the 


preparation of the article. Theo responsibility for all views expressed rests, 
however, solely upon the writer. 
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The French distress is instead much more closely associated 
with the dislocation produced by inflation. The inflation had its 
source, of course, in problems generated by the war and the 
occupation. But the basic reason for the continuance of inflation 
after 1947, in the writer’s view, has been the French attempt to 
impose an ambitious program of new investment (the Monnet 
Plan) upon her economy, without accepting forthrightly the 
sacrifices, in voluntary or compulsory saving, which such a 
program implies. To attribute the inflationary pressure to 
“‘ over-investment ”’ is not to question the French need for a 
vigorous investment program ; that need has become increasingly 
evident since the First World War. Nor would the investment 
necessarily prove excessive if it were not for the long-standing 
weakness of the French fiscal system—a weakness going back 
many decades. 

Foreign aid has, in effect, filled part of the gap between 
scheduled investment and the “‘ natural ”’ savings (or tax surpluses) 
of the French economy. But even in the magnitudes thus far 
available, foreign aid could not do the entire job. The remainder 
of the gap has been filled by credit expansion, and the peculiarly 
“forced ’’ savings which that expansion implies. Meanwhile, 
the pattern of output in the French economy has been distorted 
toward fulfilling the transitory demands of the few who have 
profited from inflation. A structure of production and trade 
has been created which diverts indigenous and imported resources 
from the investment program itself, which necessitates use of 
much of the foreign aid in sustaining a minimum consumption 
standard for the working classes, and which will in the end have 
to be destroyed, at considerable waste of resources, once the 
inflation collapses or is choked off by effective Governmental 
action. 

Any attempt to assess the possibility of a balanced and stable 
French economy by 1952 must begin with a study of the factors 
which have been prolonging the inflation in France, and then 
measure the present foreign-aid program by its influence in 
stimulating fundamental corrective action by the French 
themselves. 


A. CAUSES OF THE INFLATION 


Since the end of the war France has continually been trying 
to do too much. During the first two post-war years, she made 
heroic progress in restoring her transport and power facilities, 
and in bringing her damaged farms and industrial plants back 
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roughly to pre-war capacity. Supplies and manpower had to 
be absorbed in the reconstruction task instead of being devoted 
to the production of goods for current consumption. It was 
extremely difficult during these years, when the entire population 
needed rest and an improvement in living conditions, to accept 
continued restrictions upon home consumption. Yet such restric- 
tions were inevitable. There was not enough capacity available, 
even with the foreign assistance provided through a series of 
impromptu devices, to reconstruct and to raise living standards 
at the same time. Hesitating to accept this inevitability, the 
French permitted continued increases in their money supply— 
new money purchased the materials and labor needed for recon- 
struction, and to a considerable extent new money met production 
costs in the undamaged sectors of the economy as well, while the 
volume of goods actually available for home consumption 
necessarily rose slowly. 

That is, instead of rationing their limited resources through 
direct controls, or of rationing in effect through heavy taxation 
which would divert purchasing power directly into payment for 
reconstruction, the French chose to do their rationing by means of 
rising prices. This choice may well have seemed the best among 
the several disagreeable alternatives open to them at the end of the 
war. But “ bootstrap economics ” work well only when there is 
widespread unemployment of labor and of productive capacity. 
Falling back upon money creation and inflation, in the fully 
employed post-war French economy, only generated new problems 
which made it impossible for France to reap the rewards of her 
reconstruction achievements. That is why a revival in produc- 
tion which should have made France one of the lesser claimants 
has not, in fact, reduced the French need for exceptional outside 
assistance. 

Whether or not an inflationary course may have been the least 
disruptive for the early reconstruction period, there can be little 
doubt that continued reliance upon rising prices in order to make 
room for a new investment program was carrying a dangerous 
expedient too far. Many of the French realise that fact, and none 
more than M. Monnet himself. He has repeatedly insisted that 
his plan must be financed either by taxation or by savings directly 
drawn from the current-income stream. Successive Governments 
have agreed in principle without successfully raising revenues or 
reducing other Government expenditures. Meanwhile the volume 
of voluntary savings, except for the retained earnings of business 
enterprises, has shrunk to a negligible quantity under the pressure 
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of continued price increases. And the Monnet Plan, although 
frequently revised, has gone on steadily demanding more resources 
than could be made available, under existing taxation and savings 
patterns, without resort to inflationary credit expansion. 

While an investment plan too large for the self-discipline of the 
French nation is the present fundamental cause of continued in- 
flation, there are several other cumulative forces. One of these 
grows out of the distortion of the income distribution which, 
though initially a result of the inflation itself, has acquired an 
independent causal force in accentuating the inflationary process. 
As wages and salaries have continued to lag behind prices, the 
profits of the farmers, the merchants and the “ trafiquants”’ have 
been enormously enlarged. The consequences have been work 
stoppages, cost disparities and the wasteful spending of windfall 
profits—all combining to throw normal economic relationships 
farther out of line. 

Political instability has also been a factor, creating a fear 
psychosis with many repercussions of its own. Partly owing to 
lack of confidence in the Government, goods hoarding has in- 
creased; the spending of money has been speeded up. And no 
systematic reduction in the ordinary budget has been feasible 
with the Government frequently changing hands. 

The banking system, too, has contributed to inflationary 
pressures. Where each borrower appears the innocent victim 
of the price increases going on around him, and anything produced 
can be sold, the usual guides of credit analysis lead to very few 
rejections of borrowers’ requests. Bank credit to the private or 
business sector of the economy has consequently grown uninter- 
ruptedly. In the aggregate, this has permitted businesses to bid 
goods away from one another at higher and higher prices— 
though there was never any clear basis on which banks, attempting 
to confine credit to ‘‘ productive activity,’’ could have withheld the 
credit from one concern and granted it to another. Anxious to 
make certain that lack of finance would not block a single oppor- 
tunity for production, the banks have been caught up in a vicious 
circle of their own—feeding the inflation which, in turn, raised 
the demand for bank credit. 

The critical factors indicated by this analysis are, therefore, 
“ over-investment,’”’ and the cumulative influences of income 
distortion, political instability and excessive bank credit. A 
selected portion of the evidence suggesting that these are the 
major causes of the debilitating inflation is presented in the 
following section. 
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B. HicHuicuts oF THE FRENCH INFLATION DURING 19481 


1. Prices and wages. As of September 1948, most French 
prices, regardless of minor imperfections in the various published 
indexes, were about eighteen times the level of 1938. While the 
artificially low level of rents (generally less than three times the 
rents of 1938) provided some offset, the overall cost of living had 
undoubtedly risen by at least fifteen times for the typical French 
urban family. Wages and salaries had not kept pace. In 
general, increases ranged from eight to twelve times the weekly 
earnings of 1938. On the other hand, the black markets offered 
many people an opportunity to supplement their regular earnings, 
and the profits of the small businessman had probably risen 
twenty-five times over 1938. While agricultural wages paid in 
francs did not rise any faster than urban wages, the level of con- 
sumption of meat and other “ luxury ” produce on the farms had 
risen so far above the real quantities consumed in 1938 that farm 
labor had become one of the “ privileged classes.”’ 

In 1946 and 1947, according to the published data, the prices 
of wholesale food and the Paris retail-price index for consumer 
goods rose faster than other prices. But after February 1948, 
these two most volatile components in the price structure slowed 
down very sharply. There had, it is true, been seasonal relapses 
in the steady rise of prices during March and April of the pre- 
ceding years as well. But the rate of rise in 1948 fell well behind 
that of the other years; and in the case of Paris retail prices, 
there was almost no rise at all for five months. This sudden 
change, following what had been a substantial seasonal spurt in 
January and February, produced a wave of optimism during the 
spring. The lull ended in August. By the end of that month, 
wholesale food prices were still only about 30°, above December 
1947; Paris retail prices were but 25°% over the year-end; but the 
monthly rate of increase had returned to the peak rate of former 
years. 

The general index of wholesale prices in August was roughly 
50% above December; running at an annual rate greater than in 
any post-war year. Wholesale prices of raw materials, of semi- 
finished products and of industrial products (7.e., all components 
of the general index except food) were already 75°/, above Decem- 
ber—an annual rate about half again as rapid as had been 
experienced in 1945 or 1946, and two to three times as great as 


1 Because the materials for this section were assembled in November 1948, 
data relate only to the first 9—or in some instances 8—months of the year. 
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in 1947. Non-food commodities at wholesale were catching up 
with the more rapid rises of food and retail prices in earlier years, 
and were, even in the comparative quiet of March to June, 
building up new disparities in the cost-price structure which were 
certain to break out in rampant general inflation within a short 
time. In August these disparities and the rising Government 
deficit converged, and all prices began to move up rapidly 
again. 

2. Physical production and national income. The published 
index of industrial production indicated that the August volume of 
non-agricultural output, excluding services, was about 15% above 
the monthly average for 1938. This represented a rise of 22% 
over the average for 1947. Unfortunately, the imperfections of 

the published index produced an upward bias, and gave a mis- 
| leading result. Actually, industrial production was up about 10%, 
rather than 22%, over the average for 1947. Agricultural 
harvests, largely completed but not yet fully reported at this 
writing, are expected to show a much greater percentage rise over 
1947. But because a portion of the harvest will inevitably be 
hoarded, or diverted to increased consumption on the farms, or 
sold into the black market, the officially tabulated agricultural 
marketings may not rise more than 20% over the marketings of 
drought-ridden 1947. No direct data on the real volume of services 
are available for any portion of 1948. 

Data for French national income are not prepared on a current 
basis, although tabulations eventually appear in the reports of the 
National Balance Sheet Commission. Crude approximations, 
with unofficial verification, suggest, however, that net national 
income in August (1948), using the prices of that month, was at least 
6-0 thousand billion francs, at an annual rate. Of this amount, 
0-5 thousand billion was the estimated value of Government 
services. In the case of public services, the 0-5 represented an 
increase of 0-15 over 1947, and was attributable almost entirely 
to rising prices; but within the other 5-5 thousand billion, 
there was also an element of growth in real terms. In 1947, net 
national income at average market prices, excluding Government 
services, was 2-9 thousand billion francs. Had this volume of 
real production remained constant, as prices rose, the rate of 
national income in August would have been somewhat below 5-5 
thousand billion. The difference, representing the contribution 
of new goods and services, indicates a rise somewhere between ° 
5 and 10% in the real volume of output—that is, in the aggregate 
of industrial production, agricultural production, and trade, dis- 
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tribution and other non-public services. Most of this increase 
occurred in the early months of the year. 

3. Government finance. Budgeted Government expenditures 
at the beginning of 1948 were planned at a rate of 1-4 thousand 
billion francs, of which 0-3 thousand billion could not be met from 
anticipated revenues. Jor the first half year, however, there was 
not, in fact, any deficit on a current cash basis. The capital levy 
instituted under the Mayer Plan produced somewhat less addi- 
tional revenue than anticipated, but was virtually sufficient to 
close the budgetary gap for the first half year. These receipts, 
plus the balances accruing as the franc counterpart of United 
States interim aid, and the partial immobilisation of the balances 
created by the calling in of 5,000-franc notes in January, combined 
to make the public sector a deflationary influence from the end of 
February until June. 

In facing the last half year, however, the Government found 
rising prices had so increased its expenditures that, even after 
disbursing the funds absorbed during the first six months, and 
even assuming that all counterpart funds accruing under 
** Marshall Plan ”’ deliveries (or their equivalent) could be used by 
the State for its capital budget, there would still remain a budgetary 
gap of 0-2 thousand billion francs. The effort to meet this 200 
billion gap for the last half year (7.e., a current annual rate of more 
than 400 billion francs in deficit) caused the collapse of two 
Governments, and led Prime Minister Queuille to formulate a 
many-sided program, the fate of which should be much clearer by 
the time this article appears in print. 

4. Investment. Although accurate current data on the invest- 
ment program are not available for 1948, rough extrapolations 
can be made from the plans projected at the beginning of the year. 
These showed that gross investment, excluding that contracted by 
the Government on its own account, would be slightly less than 
one-fifth of all resources available during the year. Adding the 
expected State deficit, and the capital replacement necessitated by 
direct taxes on capital, the entire “‘ investment ”’ program would 
be about one-quarter of all resources (including net imports). The 
impact of this burden on the economy can be better appraised by 
recognising that the additional expenditures of Government 
(including social security and other transfer payments), for which 
revenues were available without borrowing, would also use more 
than one-fifth of the total resources. ‘Thus gross ‘“ investment ” 
(including the Government deficit), plus the regular absorption of 
Government revenues (including transfer payments), would account 
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for nearly one-half of all goods and services available in France 
during 1948. 

Of the gross investment intended for the “enterprise ”’ sector 
of the economy, the division by uses was to be as follows : 


Renewal and maintenance . ° - 28% 
Reconstruction. ‘ F : . & 
Additions to stocks . . ‘ » 
New construction and equipment . - 41 
Gross investment . : - 100% 


Business savings, including depreciation allowances, were esti- 
mated at 38° of this total, a rate adequate to cover the renewal 
and maintenance, and a small portion of the remainder. The 
net proceeds of imports would match another 30% of the gross 
investment. But the rest would have to come from individual 
savings and the Government, which by September had already 
begun to run a deficit on ordinary account. 

The term used in French Governmental circles to refer to this 
investment gap, plus any which appears in the ordinary budget, 
is “ necessary savings.”” By September 1948 the gap was growing, 
but comprehensive current data were not available. The record 
for 1947 is, however, illustrative. In that year the total gap 
proved to be 394 billion francs. Of the necessary savings which 
appeared to fill the gap, 294 billion were additions to the money 
supply; the remainder, 100 billion francs, represented the 
“voluntary ’’ saving of individuals and was exactly 3-33°% of 
the disposable monetary income of individuals for the year. Of 
the 394 billion francs in new indebtedness created, either as 
banking assets to support the enlarged money supply or as 
securities held by individual savers, 303 billion appeared as 
additions to the public debt. That is, about three-quarters of 
the savings gap was filled by new money, and about three-quarters 
of the new indebtedness consisted of new public debt. The 
proportion taken up by voluntary savings, judging from the 
desuetude of the new-issues market, and the Government’s 
apparent failure to sell new bonds to the public from January 
through August, is likely to be even lower in 1948. The invest- 
ment gap during this year will probably prove to be virtually 
synonymous with an increase in Government and business in- 
debtedness to the banking system, matched by an equal rise in the 
money supply. 

5. Bank credit. While the Government’s cash surplus was 
permitting a reduction of 38 billion francs in its provisional 
advances from the Bank of France, between March 11 and June 10, 
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another short-run deflationary influence was also evident in the 
Bank’s balance sheet. At the end of January roughly 200 billion 
of currency, in the form of 5,000-frane notes, was called in and 
replaced by blocked deposit accounts at the Bank of France. There 
were compensating releases of new currency, to a limited extent, 
but until the end of May total note circulation remained about 150 
billion francs below the volume of 900 billion which had been out- 
standing at the first of the year. From the end of May to the end 
of September, however, note circulation returned to the 900-billion 
level as more of the accounts were unblocked and other banking 
credits increased. 

On the other side of the ledger, a considerable growth in com- 
mercial-bank lending to the private sector took place during the 
spring. The capital levy (compulsory loan) induced heavy 
borrowing. But this nominally short-run borrowing, to furnish 
cash for paying the levy-loan, became regularised in the per- 
manent credit lines of most large borrowers, instead of being re- 
paid, and thereby reduced much of the presumed deflationary 
effect of the Government’s overbalanced cash budget. In 
addition, the devaluation of the franc at the end of January led 
necessarily to a substantial rise of import prices. As these higher 
prices spread through the economy, from importers to basic manu- 
facturers, from them to other processors, and then on to whole- 
salers and retailers, the demands for working capital increased. 
A doubling of coal prices, a 35°, general wage increase, a rise of 
more than 100°% in the price of electric energy, a 30-40% rise in 
freight rates—all added to legitimate working-capital require- 
ments. In meeting these general needs, under the pressure of an 
urgency which prevented exact scrutiny of the impact upon each 
borrower of these particular legitimate causes of increased credit 
demands, the banking system had advanced an estimated 115 
billion francs in new “ domestic credits”? by the end of June. 
Thus the banking system fed the rise in non-food wholesale prices 
during the spring which, as indicated in the discussion of prices 
above, prepared the way for further general-price increases later 
in the year. 

From June forward, although the exceptional reasons for new 
bank credit (¢.e., devaluation and adjustments in administered 
prices for utilities services) had lost their force, the cumulative 
effects of uncertainty and sporadic price advances in particular 
sectors produced new credit demands. And the Government also 
began to draw anew on the banking system. Provisional advances 
from the Bank of France reached a new high, and by September 9 
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were within 35 billion of the ceiling under existing laws. The 
subsequent drop in these advances—as of November 25 they were 
about 50 billion francs below the ceiling—was attributable largely 
to the formal effect of releasing to the Government counterpart 
funds accumulating against E.C.A. deliveries. There are no 
current data for other bank advances to the private sector, but 
banking quarters agree they have been steadily rising. The 
aggregate effect of these new credits to the public and private 
sectors must inevitably be to raise prices farther. Under the most 
favorable assumptions the gross volume of goods and services 
available for purchase (in real terms) could not rise as rapidly 
as the money supply; in fact, owing to the continued interference 
with production caused by the inflation itself, availabilities in real 
terms might drop off. 


C. CorRRECTIVE ACTION AND ForREIGN AID 


The record of French action to halt inflation has been a patch- 
work of intricate tactical defenses, first on one small front and then 
another. Wherever hasty, though ingenious, defenses were 
erected to withhold the pressure of inflation in one sector, it 
emerged in even greater force somewhere else. There has been 
no overall grand strategy. Much that has been done, piecemeal, 
in altering tax laws, or strengthening credit controls, or checking 
the drain of public funds into new services or into the deficits of 
the recently nationalised enterprises, has been sound in principle. 
But the combined effect of all these little thrusts has not been 
powerful enough to stop the inflation. 

If it is true, as the preceding data appear to verify, that the 
ambitious investment program itself is the major source of con- 
tinued inflationary pressure, it would seem that the time has come 
to reduce that program. Two Governments made abortive 
attempts at such reduction during 1947, and the program has 
already, in a technological sense, been considerably reduced from 
the original conception. 

Yet to close the remaining gap, the reduction must be drastic. 
To accomplish that, there will first have to be an increased aware- 
ness of what underlies the inflation, an awareness both among 
French Governmental leaders and the public generally. Many 
of the leaders and most of the people see inflation now as an in- 
exorable force—resulting in some inscrutable way from the heavy 
war burdens which France has carried for her allies, and from a 
vaguely defined set of other causes far beyond the control of the 
French themselves. In this instinctive reaction, of course, the 
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ordinary Frenchman senses a large part of the explanation, without 
actually seeing the cause. 

France needs not only reconstruction, but also substantial 
new investment to catch up with the productivity advances intro- 
duced in America, and Britian, and Belgium, and Germany, 
during the two world wars and the intervening years. Yet that 
lost ground cannot be recovered in haste, even with substantial 
outside aid, unless the French standard of living is also to be held 
at depressed levels during the grueling period of capital building. 
It may seem unfair; it is certainly unrewarding to the present 
war-weary generation; but the facts are unalterable. Sharp 
reduction in the Monnet Plan need not, on the other hand, 
jeopardise “‘ viability in 1952.” On the contrary, it is the con- 
tinued inflation which jeopardises not only viability as such, 
but also the success of the projected investment program itself. 
Reduction of the Plan may, however, mean viability at a lower 
level of total output, and of the general standard of living, than 
the French have been hoping to achieve by 1952. It will also 
mean open acceptance of a slow rate of progress toward the 
French goal of supplanting Germany as the center of heavy 
manufacturing in Europe. 

A fully employed economy cannot accomplish a doubling or 
trebling in its rate of new investment without restricting its 
consumption, unless the entire rise (including the ‘‘ wages fund ”’ 
for the domestic labor required to install the new investment) 
is contributed by foreigners. If the French public were to under- 
stand that inflation is the logical outcome of their attempt to raise 
both investment and consumption at the same time, and that the 
result of their attempt is only imperfect attainment of the invest- 
ment goals in an inequitable manner, they might be ready to 
accept more explicit direct controls. If not, they should then 
appreciate that it is their preference for an uncontrolled economy, 
and an archaic system of tax collections, which necessitates : 
scaling down of their elaborate program for new investment. 

Their choice need not, in any event, be the stifling regimenta- 
tion of thorough-going price controls, rationing and materials 
allocations. That seems, from the writer’s limited experience of 
life in France to-day, an impracticable approach, whatever may 
be said for it on theoretical grounds. France does not, as one 
offsetting consideration, have the trained and understanding 
bureaucracy which such detailed harnessing of economic life 
requires. French people, furthermore, in contrast with the British, 
have been educated in the “ patriotic ’’ resistance to such controls 
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during four years of occupation. Consequently, except in limited 
sectors, it would not appear feasible to impose the apparatus of 
what have come, in the recent experience of the war years, to be 
called *‘ direct controls.” 

But an approach to the same end, with results of approximately 
the same magnitude, might be made through the indirect rationing 
provided by heavy taxation. French State revenues reach a 
total of roughly one-fifth the national income only when social- 
security accounts are included. Setting aside the latter receipts, 
which do not quite equal disbursements on such transfer payments, 
and also ignoring those Government revenues from estates and 
other monopolies which have been in the public domain for many 
years, the total ‘ax burden on the French economy is about 15% 
of the national income. Less than one-third of this amount, 
or some 5%, of the national income, represents direct taxes on 
individual and business income (always excepting the social- 
security duties). 

Income taxes on corporations are negligible. Taxes on 
personal incomes yield less than half the proceeds which present 
rates should provide because of widespread evasion by farmers, 
professional men and all groups whose income is not packaged 
neatly in wage or salary checks and subject to taxation by auto- 
matic withholding. There is also considerable room for further 
stiflening in progressive income-tax rates, before the limiting 
margins set by the need to maintain incentives have been 
reached. The rates are already high enough to prompt skilful 
evasion; they could none the less be higher in the upper brackets 
without duplicating the rates of either the United States or Great 
Britain. It has, indeed, been estimated that all of the State 
budget could be balanced, including the sums transferred by the 
State for investment projects under the Monnet Plan, if the 
French were to introduce an income-tax structure comparable to 
that of the United States, and the taxes were actually collected. 
The lax collection of taxes is a chronic problem, going back 
decades, even centuries, in French history. That is one of the 
problems which the Queuille Government, learning from the 
failures of several preceding Governments, hoped to attack 
again before the end of 1948. The installation of a tight audit 
control in French tax-collecting machinery, supplemented by 
greater powers and resourcefulness in obtaining accurate reports 
from individual taxpayers, would—even without any changes in 
tax rates—raise tax revenues from the present proportion of 15% 
of national income up to at least 20%. Yet such correctives imply 

















166 THE ECONOMIC JOURNAL [JUNE 


a major change in the mores of a large segment of the taxpaying 
community. Accurate personal accounts must be kept, and 
vigorously checked by enforcement ofiicials. Substantial increases 
in income-tax proceeds cannot be expected quickly from such 
reforms. 

Eventually, vigorous tax reform, without any further recourse 
to direct controls, can add greatly to the effective contribution 
which the French economy is able to make toward its ambitious 
investment program. ‘The question which has to be faced is the 
order in which the major steps should occur. If the primary aim 
is, as it must by all evidence be, to stop the inflation at the earliest 
possible moment, then a scaling down of the investment program 
cannot wait until the final effects of the tax reforms are known. 
The anti-inflation effort will be strengthened, and a salutary 
indication of the fundamentals of the problem given the French 
people, if the investment plan is reduced forthwith to the limits of 
the current French “ ability” to pay. Of course, any additional 
schemes to encourage voluntary savings, by providing securities 
which embody an inflation hedge, should also be implemented, but 
investment cannot be prolonged while waiting for the necessarily 
slow results of such measures. 

The reduced investment can, with careful scheduling, be 
restored gradually as tax proceeds or a revival of voluntary savings 
make this possible, without undue impairment of the structure of 
various interdependent projects. The fact that the Monnet 
Plan administration possesses, so far as the visitor can judge, the 
best rounded and most competent staff of economists and 
engineers assembled under any one direction in France should 
make the actual accomplishment of such cumbersome readjust- 
ments relatively painless. As a matter of principle, reductions 
should occur in those projects which are “ long run ” in character, 
that is those which will not lead directly to increased production 
within a relatively short time. Some replacement of temporary 
reconstruction can also be postponed. The problems are difficult ; 
the choices discouraging ; but the discipline of “ living within the 
French income ” (at stable prices) seems inevitable if foreign aid 
and current production are not to be substantially dissipated in 
meeting the ephemeral demands of those who have enjoyed the 
windfall profits of inflation. 

Meanwhile, with the tax system being refurbished, one of the 
chief cumulative forces in the inflation would also be partially 
corrected. The deteriorating relationships within the income 
distribution which have prompted round after round of wage 
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increases, or clever readjustments having that effect, would begin 
to correct themselves. The correction might be furthered by a 
capital levy upon the “ inflation wealth ” which would otherwise 
perpetuate distortions in the income distribution. No miracle 
can be expected, of course, but as heavier tax collections reduced 
conspicuous consumption, and whatever consumer goods remained 
were somewhat redistributed, one prickling source of discontent 
should begin to disappear. Labor could conceivably begin to feel 
that it was sharing alike with other groups in the restraint that 
low productivity and a need for current investment had imposed 
upon the French economy. 

Political instability, another chronic French problem, but one 
which has also added cumulative force to the inflation, may not 
be mellowed by a vigorous tax program, and a curtailment of in- 
vestment contracts, since those measures will strike hardest at 
the very groups which form the supporting basis of the ‘‘ center ”’ 
Governments. It would be unfair and misleading to suggest the 
tax reform and reduction of investment as an unblemished 
panacea. But the great resourcefulness of French politicians may 
yet prove equal to the task. Demonstration that a tax schedule, 
and tax collection procedures, comparable to those of the United 
States (if not of Britain), are inevitable for France, so long as she 
must depend upon aid from America and other O.E.E.C. countries 
in bounteous amounts, should not prove impossible. Temporary 
curtailment of the investment program should not build an im- 
possible opposition for a center Government if it proves feasible to 
effect most of the reduction by eliminating projects not yet fully 
under way, while work actually in process tapers off largely 
through completion of specific projects, and the released labor 
force moves on to production of goods which will absorb the 
spending stream instead of to other new investment. 

Yet to say that French politicians may be able to “ put over ” 
the needed measures without adding to political instability is only 
part of the case. In the curious circularity which confronts them, 
they cannot hope to produce a semblance of political stability 
under a center Government unless they first control the inflation 
decisively. Political or constitutional questions, as such, must 
remain outside the scope of this article. It may none the less be 
relevant to point out, in arguing the political feasibility of the 
measures suggested here, that continued failure of the center 
Governments in checking inflation must, almost certainly, invite 
De Gaulle and probable civil war—a threat which, if clearly 
explained, should be compellingly persuasive. 














168 THE ECONOMIC JOURNAL [JUNE 


One concession that may well have to be made by a successful 
French Government is a temporary halt in the effort to reduce the 
public payroll. Barely one-quarter of the total regular budget 
is, in any event, devoted to the wages and salaries of employees, 
and of this amount nearly one-half goes into the military establish- 
ment. Reducing the civilian staff, instead of making transfers 
to improve the normal Government services, would be interpreted 
as ‘‘ punitive economy ”’ by the groups which furnish much of the 
political support for the center parties, and could not in any event 
lower Government disbursement by more than 2 or 3%. The 
Government may find it expedient to give up many similar minor 
steps, perhaps continuing as well the relatively high outlays for 
the military establishment and for overseas colonies, in order to 
avoid discontent far out of proportion to the budgetary gain, 
while concentrating on the broad strategy of retrenching invest- 
ment and enforcing tax collections. 

A final cumulative factor in the inflation, which was mentioned 
earlier in this article, is the rapid expansion of bank credit. A 
tangled complex of measures has been developed since the war 
with the aim of shutting off the expansive force of that credit. 
Of course, with a curtailment in the investment program, and a 
rise in tax receipts, the demand for new bank credit arising from 
the financing needs of new projects, and from the Government's 
overall deficit, would disappear. But this disappearance might 
still not wholly neutralise the banking system unless other pre- 
cautions were enforced. The broad basis for preventing the use 
of bank credit in paying taxes, or in financing investment which 
has been cut off from State funds, was set forth in the measures 
announced by the National Credit Council at the end of September 
1948. 

By placing a limit on the access of banks to new reserve funds, 
through rediscounting or through sale of Government securities 
to the Bank of France ; by limiting the portion of any new deposits 
which can be placed in additional private credits; and by widen- 
ing the Bank of France supervision over large loans to include 
large discounts—the French have provided a framework of regula- 
tions which should be airtight. Further stimulus to the inflation 
from the banking system can be halted if these new regulations 
are effectively used. Actual administration of these rules will 
pose innumerable difficulties, however, and call for stern deter- 
mination. Yet, when carrying out those credit restrictions along- 
side an adequate reduction in the investment account, and 
thorough-going modernisation of the tax-collecting machinery, 




















1949] THE PROBLEM OF FRENCH RECOVERY 169 


the Bank of France may well gain the self-assurance which it 
could not develop during its previous attempts to cut off the 
inflation single-handed. 

Where, then, does foreign aid fit in? Implicitly it has figured 
in all of this discussion of corrective action. Probably no French 
Government could consider taking the steps outlined above if 
substantial outside help were not arriving to cushion the shock. 
The investment plan, for example, need not be reduced to zero. 
Cutting the plan proposed during the autumn of 1948 roughly 
in half would be ample—even with present taxes—because foreign 
aid and business savings would make the remaining half possible. 
Furthermore, the tax reform itself must be made somewhat less 
controversial when the French leaders, and the French public, 
are faced with the obvious paradox that the United States, 
and for that matter all of the European countries contributing aid 
to France, have already taxed themselves at rates comparable to 
whatever improved collections might be proposed for France 
herself. 

Aside from these direct effects, there is the critically important 
incidental result that the aid program has brought France into 
renewed close trading contacts with all of western Europe. 
Balance of payments difficulties have been ignored in this article. 
They are of less fundamental importance in the present crisis of 
internal French inflation, but they will be of considerable long-run 
significance. By providing a bridge over which France can again 
meet her European neighbors, most of whom were dropping away 
as French inflation disrupted trading relationships, the payments 
plan of the Organization for European Economic Co-operation 
will greatly ease French transition pains in re-attaining her normal 
position in world trade, once the inflation itself shall have been 
halted. 

At that time, and not before, it will also be possible for France 
to consider the sweeping monetary reconversion which she must 
have, if the franc is to become again a meaningful unit of account. 
. Such a conversion, and blocking of purchasing power, could only 
intensify currency flight at the present time; it can come as a 
healthful purgative once inflation has been stopped. When such 
a step is taken, the prestige of the French Government under- 
taking the step will be kept high, and the shock to the French 
people somewhat lessened, by the realisation that foreign aid is 
still arriving, to supplement the essential needs of the French 
economy and the French consumer. Knowing that an adequate, 


if limited, supply of goods will be continually flowing in, and 
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witnessing some correction in the price system which has distorted 
economic relations since the beginning of the war, the French may 
be able to accept an effective monetary conversion with com- 
placency rather than panic. 

To sum up, none of the steps undertaken by any French 
Government up to December 1948, were powerful enough to strike 
the major cause of continued inflationary pressure. By forthright 
reduction of the investment projected under the Monnet Plan, 
and by energetic tax reform as a preface to later restoration of the 
investment cuts, the French may still halt their disruptive infla- 
tion before a “ bust ” produces paralysis and chaos. No program 
which is adequate can be easy; there will be innumerable diffi- 
culties in carrying through these measures. But they do appear 
to offer the only promising outline of a solution to the problem 
of inflation which has barred the road to French recovery. 

R. V. Rosa 
Federal Reserve Bank of New'York. 
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MILL AND THE WAGES FUND 


Mit’s Principles of Political Economy were first published in 
1848, a hundred years ago as I write this. Now is, therefore, a 
(sentimentally) appropriate time for a comment. Summary and 
laudation are both dull. Discussion is a more worthy tribute ; 
and for discussion we want some theme that has caused puzzle- 
ment and roused controversy. What better could there be than 
the celebrated doctrine of the wages fund ? 

Before attacking that theme, however, I should like to call 
attention to an aspect of Mill’s view, not on the wages fund, but 
on capital in general, which has an important bearing on the 
present situation in Europe. He argues that, when a country 
has been devastated, for example, by war, the damage is much less 
than might be thought at first sight, because the structures des- 
troyed would in any event have been worn out and have required 
replacement in a short time. It is a wasting, not a permanent, 
asset that has been devastated. ‘‘ What the enemy has destroyed 
would have been destroyed in a little time by the inhabitants 
themselves ; the wealth which they sorapidly replace would have 
needed to be reproduced, and would have been reproduced in any 
case and probably in as short a time.’’! There is, of course, a very 
important element of truthin this. Nevertheless, Mill’s argument, 
as he puts it, while it corrects excess pessimism, is itself weighted 
with excess optimism. For suppose that we start with 1,000 
machines, a hundred of which would normally wear out in each 
of the ten succeeding years. Mill’s statement suggests that, were 
the 1,000 machines destroyed, the whole of the devastation 
could without any extra effort be made good in ten years. This 
isnotso. For itis very much harder to make a hundred machines 
in a year when there are no machines, or only a few machines, to 
help make them than when there are nine hundred available for 
that. Mill’s argument neglects this very important fact. Des- 
truction of three fourths of a country’s capital equipment is more 
than twice as bad as destruction of three eighths of that equipment. 

That, however, is a digression. Let us pass to the main 
theme. Everybody agrees that in any year there is a certain 
wages flow—a sum of wage goods that are actually handed out to 
wage-earners in payment for their work during that year. This 


1 Principles of Political Economy, Ashley’s edition, p. 75. 
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does not, however, imply that a stock of wage goods of that 
amount was stored up beforehand, which, without addition or 
subtraction, must be paid out to labour in that year. Indeed, it 
says nothing at all about the relation between the wages flow and 
the previously stored stock of wage goods. A study of that rela- 
tion may perhaps even now contribute a little towards clarifying 
our ideas. 

Mill defines as “ circulating capital” that part of capital, 
“‘ which, after being once used, exists no longer as capital; is no 
longer capable of rendering service to production, or at least not 
the same service nor to the same sort of production.” 1 It thus 
includes materials, and consumable goods held in store ready to 
be handed over to labour as wages for work. This latter element 
—we may call it wage-goods capital—is thus a part of circulating 
capital. Together with “ funds which, without forming a part of 
capital, are paid in exchange for labour, such as the wages of 
soldiers, domestic servants and other unproductive labour ” ? 
—these, following Mill’s own example, I shall disregard—it con- 
stitutes the wages fund. This fund is not always the same. It 
is likely to grow larger as wealth expands. But at any given 
moment it is a predetermined amount. It is the fund destined to 
maintain labour in production.’ It is “a sum of wealth uncon- 
ditionally devoted to the payment of labour.” * In the passage 
of the Dissertations describing, after he had abandoned it, what 
his conception of the fund was, Mill says that the whole of it 
available in any period must actually be paid out in that period; 
that is to say, the wages flow in any period must be exactly equal 
to the wages fund. More than the wages fund “ the wage earning 
classes cannot possibly divide among them; that amount and no 
less they cannot but obtain. So that, the sum to be divided being 
fixed, the wage of each depends solely on the divisor, the number 
of participants.” 5 Elsewhere, however, he concedes that it is not 
necessary for the whole of the wages fund available in any period 
to be used in that period. In bad times a part of it may be 
‘“‘ locked up in crowded warehouses.” ® On this version the size 


1 Principles, p. 91. 

2 Principles, p. 344. Elsewhere (Hssays on some Unsetiled Questions of Political 
Economy, p. 91) Mill seems to deny that what I have called wage-goods capital 
is productive of anything. ‘‘ Wages do not contribute along with labour to tho 
production of commodities, no more than the price of tools contributes along with 
the tools themselves.’’ But surely the food, etc., that is used to sustain labour 
when at work corresponds to the tools themselves and is productive. The 
money price (value) of this stock, like the money price of the tools, must not, of 
course, be counted as a further productive element. 

3 Ibid. 4 Dissertations, vol. 4, p. 43. 5 Ibid. ® Principles, p. 344. 
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of the fund proper to any year does not rigidly determine the 
amount of the wages flow. But on either version it does set a 
ceiling to it. Beyond the amount of the fund it is impossible for 
any agency, government, trade union or anything else to force 
up the wages of labour as a whole. They may, of course, force 
up the wages of a particular group of wage-earners, but that can 
only be at the expense of other groups. 

Before inquiring into the validity of this doctrine it is con- 
venient to describe some of the chief applications which Mill 
makes on it. In the Principles he adopts the second of the two 
versions distinguished above. Working out that version, he 
supposes that in a depression there is a continuing excess of wages 
fund over wages flow. In this way the stock of wage goods gets 
continually larger, till, as it were, the dam bursts. The penned-up 
water is then released in a wages flow larger, not merely than it was 
during the period of depression, but larger than its average 
amount. Thus Mill writes: ‘“‘ When a few years have elapsed 
without a crisis and no new and tempting channel for investment 
has been opened in the meantime, there is always found to have 
occured in these few years so large an increase in capital seeking 
investment as to have lowered considerably the rate of interest.’’ + 
This, however, is a very dubious thesis. For we have no assur- 
ance that during the period of depression the unused part of the 
wages fund will be piled up in a growing store. If, as a result of 
being offered less aggregate pay, the number of wage-earners at 
work is reduced, or those employed work fewer hours per day, or 
less strenuously, the reduction in their pay will be partly offset by 
a reduction in their output, and the excess of wages fund over 
wages flow will be pro tanto diminished. Moreover, such excess 
as there is may be consumed by non-wage-earners or handed to 
wage-earners, not in wages, but through charity, the poor-law or 
unemployment benefit; in which case it will be consumed by 
them just as effectively as if it had been handed to them as wages. 
Thus it is not necessary a priori that a piling up of wage goods 
shall have taken place. Nor does the fact that the rate of interest 
in periods of depression is low prove a posteriori that there has been 
such a piling up. For we know that in these periods the demand 
for investment is abnormally low; and this would by itself make 
interest rates low without supply having to be abnormally high. 
Whether there is a piling up of wage capital in bad times cannot, 
therefore, be determined by general reasoning; appeal must be 
made to records of fact. These unfortunately are very scanty. 
1 Principles, p. 641-2. 
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That immediately after the breaking of a boom stocks pile up is, 
indeed, evident. For the outgoing stream of wage goods passing 
to work-people is reduced, while, since the first cut in employment 
is likely to be made in the earliest stages of production, and not in 
respect of partially finished goods that are nearly complete, the 
inflowing stream into store is not at once affected. But this does 
not tell us what happens over the main body of a representative 
period of depression. On the whole, the evidence is unfavourable 
to Mill’s thesis. As a depression proceeds, “‘ the accumulated 
stocks of goods carried over from the preceding period of pros- 
perity are gradually disposed of. Even when consumption is 
small, manufacturers and merchants can reduce their stocks of raw 
material and finished wares by filling orders chiefly from what is on 
hand, and confining purchases to the small quantities needed to 
keep full assortments.” 1 Thus, in spite of the fact that the 
consumption of wage-earners is lower than it was before, stocks 
of consumable commodities go on falling until after the revival 
has begun. More generally, booms are characterised by the 
* production of goods in excess of the current rate of consump- 
tion, with consequent accumulation of stocks,’’ and depressions by 
“curtailment of production below current consumption with 
consequent depletion of stocks.” 2 If this view is correct, the later 
part of the period of depression is responsible, not only for no 
accumulation of stocks of consumable goods, but for an actual 
reduction in the stocks left over from the preceding period of 
boom.? 

Apart from this problem of industrial fluctuations Mill makes 
use of the wages-fund doctrine in connection with three principal 
matters. In one of its applications it led him to his highly 

1 Cf. Mitchell, Business Cycles, pp. 565-6; cf. also Business Cycles and Un- 
employment, p. 8. 

2 Persons, Hardy and others. The Problem of Business Forecasting, p. 
305. . 

3 A certain confusion on this matter arises, I think, from the fact that the 
term ‘‘ capital ’’ is sometimes used to cover people’s money claims, e.g., on the 
banks. Thus Mill himself speaks in one place of the capital to finance recovery 
being drawn in part ‘“‘ from the deposits in banks ”’ (Principles, p. 643). It may 
well be that in times of depression business men and others pile up “‘ savings 
deposits ”’ which are afterwards drawn on, or, in other words, that in these times 
the income velocity of money is low and in times of activity high. Insofar as 
there are stores of wage goods available to be drawn on, drawing on deposits 
and banks may well be a chief means by which, in periods of activity, they are 
called into play. But this in no way implies—and, unless real circulating capital 
and holdings of money claims are confused cannot be supposed to imply—that 
in periods of depression, characterised by large savings deposits, the stocks of 
wage goods available to be drawn on are larger than they are in times of activity, 
characterised by small savings deposits. 
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paradoxical “fourth fundamental proposition concerning capi- 
tal”; that “‘a demand for commodities is not a demand for 
labour.” “‘ What supports and employs productive labour is the 
capital expended in setting it to work, and not the demand of 
purchasers for the produce of the labour when completed.” 4 
This entails that, if I spend £100 on the direct hire of labour, I 
benefit labour in a way that I do not if I spend the same sum on a 
commodity—even though no part of the price of the commodity 
goes to the management. This is clearly wrong. No doubt, if in 
buying for consumption a labour-made commodity, I make my 
payment when the commodity is finished and if in buying labour 
direct I make it when the labour does its work, the second plan 
is more advantageous to labour because on the first it has to 
borrow at interest while the commodity is being made. But, if I 
pay for the commodity in advance, or if, hiring labour direct, I 
delay payment for the appropriate length of time, the two plans 
affect labour in exactly the same way. In practice the payments 
to labour are usually dated differently and this does affect the 
advantage labour gets. But with the same dating it is immaterial 
which plan is adopted.2 Contrary to Mill’s view, a demand for 
commodities is a demand for labour. 

A second application of the wages-fund doctrine has to do with 
the consequences of government borrowing when the borrowing 
is of such a sort that it does not lead to any change in the quantity 
of employment. If what the Government takes is derived from a 
foreign loan, or, being raised at home, comes from what would have 
been lent abroad or from what would not have come into existence 
—‘ would not have been saved at all,”"—or from what, if saved, 
would have been wasted in unproductive enterprises, then, Mill 
agrees, the aggregate wages of work-people will not be affected.’ 
Otherwise, he holds, what the Government takes must be abstrac- 
ted from funds either engaged in production or destined to be 
employed in it; so that its diversion from that purpose is equiva- 
lent to taking it from the wages of the labouring classes. More- 
over, according to him, if the rate of interest rises, this indicates 
that the escape channels are not being used and so that labour is in 
fact being mulcted. This is a hard saying. The most obvious 
answer is that the “ capital,’ which, by the Government’s borrow- 
ing, private persons are prevented from spending on labour, will, 
in general, be devoted to that purpose by the Government itself; 
so that prima facie labour suffers no damage. But a deeper 


1 Principles, p. 79. 2 Cf, Marshall, Principles, fifth edition, p. 828. 
3 Principles, p. 874. 4 Ibid., p. 873. 
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analysis is wanted. When Government raises money, whether by 
borrowing or by taxing, and uses it for a public purpose, a war 
or anything else, then, provided that the volume of employment 
is unaffected, it thereby diverts productive power from other 
uses to serve that purpose. Let us—as is proper when the Govern- 
ment requires extra resources for waging a war—ignore any 
benefit that the community may get from its use of these resources. 
Then there will be less total output of consumption goods and 
investment goods together available for the community as a 
whole. By sufficient cuts, however, in investment and in the 
consumption of non-wage-earners commonsense affirms—though 
the strict wages-fund doctrine denies—that the consumption of 
wage-earners might be maintained. It might even—and that 
apart from foreign borrowing—be increased. That, indeed, is 
very unlikely. The chances are that wage-earners as a whole will 
find the prices of the things they buy raised more than in pro- 
portion to their money wages. But there is no necessity for that 
to happen. 

The last application of the wages-fund doctrine on which I 
shall comment is concerned with the consequences for labour of 
the employing classes’ deciding in some one year to switch over 
so much labour from making consumption goods to maintain stocks 
to making capital goods. This decision does not, of course, entail 
any addition to net saving on their part. Mill assumes further 
that it does not affect the total number of work-people in employ- 
ment. He postulates that employers, having control of a certain 
wage fund, say nine hundred quarters of wheat, available to pay 
over to their work-people—a fixed number—in the next year, 
decide to require from them in return a machine, instead of, as 
hitherto, a thousand quarters of wheat, of which normally, say a 
hundred quarters would have accrued to and been consumed by 
themselves in payment for the service of management, and nine 
hundred put back into the wages fund to keep it at its original 
level. It follows that, while this decision does not affect the 
work-people’s wages this year, next year there are nine hundred 
quarters less wages fund. Therefore wage-earners must in that 
year be injured. This conclusion is mitigated by the fact that, 
on account of the new machine, there is a slight addition to the 
yield of wheat, part of which is likely to be turned into the wages 
fund. Thus that fund for the second year is not less by nine 
hundred quarters than in the first, but by a little less than that. 
This, however, is a trivial point. In the main, the extent of the 
injury to work-people depends on what proportion of men pre- 
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viously engaged in making wheat are switched over to making 
machines. Since investment is normally only a small part of 
total output and, consequently, the switch only a very small part 
of it, the damage per head to wage-earners brought about in this 
way in any year is likely to be very small. Still that there will be 
some damage to them—if we like, we may say some forced saving 
imposed on them—is clear. This could only be avoided through 
the non-wage-earning classes cutting their consumption in a 
measure large enough to provide wage goods at the old rate for 
all work-people engaged in making the new machine. That, even 
though we allow—what again on the strict wages-fund doctrine 
we ought not to do—that it would be effective, entails net saving 
on their part, which, for the purposes of this argument, we are 
assuming that they do not undertake. So much for the second 
year. In the third and subsequent years, provided that the same 
number of work-people are at work, they produce a little more 
than they did originally, on account of having the machine to 
work with. Thus they—and along with them non-wage-earners 
also—are enabled to consume a little more in compensation for 
their having been obliged in the second year to consume less so 
as to enable the machine to be made. All this follows logically 
provided that the wages-fund doctrine is correct. 

After these illustrations of the way in which Mill applied 
his doctrine let us pass to the doctrine itself. It avers, as we have 
seen, that the wages flow in any year has to be equal to the pre- 
determined wages fund, subject only to the limitation that, on one 
version of it, a part of the fund, instead of appearing in the flow, 
may be “locked up in crowded warehouses.” Leaving this 
limitation aside, we encounter at once the objection that non- 
wage-earners, employers or others, when the wages fund is given, 
may, if they choose, make the wages flow larger or smaller by 
varying the amounts of their own consumption ; by, for example, 
in any year cutting down their consumption and handing over 
what they would have consumed in extra real wages to work- 
people. 

This objection is plainly fatal. How was it that Mill prior to 
his recantation failed +o see the force of it? In one passage, indeed, 
in the Principles he did do that. In arguing against the view that, 
if the richer classes cut their spending and make investments 
instead, there may be no market for the output due to these 
investments, he wrote: ‘‘ When these classes turn their income 
into capital, they do not thereby annihilate their power of con- 
sumption ; they do but transfer it from themselves to the labourers 








178 THE ECONOMIC JOURNAL [JUNE 


to whom they give employment.” 1 What is this but to allow 
that their action adds to the wages flow, which is, therefore, not 
pre-determined? In general, however, Mill does not apparently 
allow that this sort of thing may happen. What can have made 
him blind to it? Possibly he may have been misled by the sharp 
distinction which he drew between the wages of labour and the 
wages of managers—and, it would logically follow, the earnings 
of shareholders. Work-people’s wages are paid, he held, in advance 
of labour’s yield, out of what has been previously accumulated ; 
the earnings of managers “ are not paid in advance out of capital 
like the wages of all other labour, but merge in the profit and are 
not realised until the production is completed.” * Now, certainly 
particular capitalists might have in effect to borrow goods from 
shops in order to pay their labourers, and would not need to in 
order to pay their managers. But, granted—Mill, as we shall see 
in a moment, tacitly assumes this—that output only emerges once 
a year, all consumption by managers no less than by labourers has 
to come out of stock previously accumulated. Unless managers 
own such stocks, they have to borrow from shops or, what comes to 
the same thing, to borrow money with which to buy them, just 
as the capitalists have to do for their labourers. ‘The different 
dating of the several payments is, therefore, in the present con- 
nection without significance; though, indeed, in the event of a 
catastrophe labourers, being paid synchronously with their work, 
can be sure that they will be paid for it in a way that managers 
and shareholders cannot be. 

Eventually, of course, Mill did see the force of our objection; 
and, in consequence, renounced his wages-fund doctrine altogether. 
In his reply to Thornton in 1869 he wrote “ Is there such a thing 
as a wages fund in the sense here employed? Exists there any 
fixed amount which, and neither more nor less than which, is 
destined to be employed in wages? ”’? And he answers, No. He 
concedes that non-wage-earners can make the amount of wages 
paid greater or less by varying the amount of their own consump- 
tion. Therefore there is no pre-determined wages fund. 

There is, however, in the way of the wages-fund doctrine a 
difficulty more deep-seated than this; one that would still be 
there even though the doctrine were so modified as to take account 
of what has just been said. This has to do with a factual premise 
which underlies Mill’s analysis. In working out that analysis he 


1 Principles, p. 68. 
2 Essays on some Unsettled Questions in Political Economy, p. 108. 
% Dissertations, vol. 4, p. 44. 
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was influenced by the accidents that, when he wrote, the pre- 
dominant part of wage goods consisted of food, and that the 
predominant part of this food became available, not continuously, 
but in annual jets at English harvest time. In these conditions 
immediately after harvest the wages fund consists of the harvest 
yield minus such part of it as non-wage-earners elect to keep for 
themselves. As the year proceeds, it dwindles, being gradually 
converted into an equivalent value of agricultural goods in process. 
In the middle of the year it is half what it was at the beginning ; 
at the end it is nothing; and then with the new harvest, Phcenix- 
like, it reconstitutes itself. As things now are, this conception is 
highly unrealistic. No doubt, some sorts of wage goods do emerge 
ready for use, all of them at the same time, in large jets once a year. 
But for a great many the inflow is more or less continuous. It is 
more proper today to assume that all of them, rather than none of 
them, become available in a nearly constant stream. At all 
events, it is worth while enquiring what will follow if we make that 
assumption. Let us suppose then that there are so many work- 
people altogether and that, for the average man, the interval be- 
tween his work and its emergence in output is somany days. It is 
plain that before operations under this system can start there must 
be in existence a stock of wage goods sufficient to sustain all these 
work-people until the flow of the output due to them has begun 
and some of them until it has reached the (constant) level that is 
proper to it. Until that has happened the initial stock of wage 
goods is in course of being transformed into a stock of ‘‘ goods in 
process’; and, when it has happened, the stock, qua stock of 
wage goods, has disappeared. Henceforward what is needed for 
wages is provided by the continuous inflow of newly-made wage 
goods. Thus, while a capital of goods in process is always 
essential, there is no need for any stock of wage goods at all—for 
any wages fund, pre-determined or otherwise! } 

Of course, the picture sketched above is an idealised one. 
Wage goods, when finished on the farms or in the factories, do not 
pass immediately into the hands of consumers. Besides the 
machine of process there is a machine of distribution—a pipe- 


1 In consequence of this, it may be remarked in passing, the conclusion 
reached at the bottom of p. 176 about the effects of a decision by employers 
to switch labour from making wage goods for stock to making a machine, 
without themselves undertaking any savings, is not applicable to actual con- 
ditions. With continuous production, instead of production in annual jets, wage- 
earners need not suffer damage in any year. All that need happen is that, from 
the second year onwards, the stock of capital is larger than it used to be by one 
machine and smaller by an equivalent value of wage goods held in store. 
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line— ; and there are always finished goods, wage goods and others, 
standing in that. Moreover, besides the pipe-line stocks there 
are pretty sure in normal times to be some further emergency 
stocks held against unforeseen disasters and unforeseen oppor- 
tunities. All these constitute, along with the content of the 
machine of process, the community’s working capital. The sum 
of the stocks of wage goods held in these several ways has, of 
course, in any given period some average arithmetical relation to 
the annual or monthly wages flow. But it is in no sense a deter- 
minant of—it would be truer to say that it is determined by— 
that flow. The wages fund as Mill conceived it, is thus sunk 
without trace. 

But the wages flow remains. In any time interval the prin- 
cipal element in it is the inflow of wage goods from the machine 
of process, through the machine of distribution, into consumption. 
It may be added to or subtracted from according as the non- 
wage-earners purchase and consume a smaller or a larger quantity 
of wage goods. It can be inflated, too, by borrowing from abroad ; 
and by borrowing from pipe-line stocks and emergency stocks. 
Converse processes are available for deflating the wages flow. 
If, throughout, employment is held fixed, this is all. Variations 
in the wages flow are simply reflected in equi-proportionate 
variations in the real rate of wages. An increase in the wages 
flow may, however, well be partly taken out in an increase, and a 
decrease in a decrease, of employment. In this case two things 
happen. First a new element making for variations in the wages 
flow is introduced. For during periods of expansion wage goods 
are set free from the payment of unemployment benefit in respect of 
men ceasing to be unemployed; and conversely in depressions. 
This enables the wages flow to vary more widely than it would do 
otherwise. Secondly, as the case may be, national income will be 
expanded or contracted. This allows expansions and contrac- 
tions in investment to take place without being accompanied 
by equivalent contractions or expansions in consumption. But 
to carry this analysis further would be to trespass beyond my 
title—Mill and the Wages Fund. 

A. C. Pigou 


King’s College, 
Cambridge. 

















INTERNATIONAL FACTOR-PRICE EQUALISATION 
ONCE AGAIN 


1. INTRODUCTION 


My recent paper! attempting to show that free commodity 
trade will, under certain specified conditions, inevitably lead to 
complete factor-price equalisation appears to be in need of further 
amplification. I propose therefore (1) to restate the principal 
theorem, (2) to expand upon its intuitive demonstration, (3) to 
settle the matter definitively by a brief but rigorous mathematical 
demonstration, (4) to make a few extensions to the case of many 
commodities and factors, and finally (5) to comment briefly upon 
some realistic qualifications to its simplified assumptions. 

I cannot pretend to present a balanced appraisal of the bearing 
of this analysis upon interpreting the actual world, because my 
own mind is not made up on this question: on the one hand, I 
think it would be folly to come to any startling conclusions on 
the basis of so simplified a model and such abstract reasoning ; 
but on the other hand, strong simple cases often point the way to 
an element of truth present in a complex situation. Still, at the 
least, we ought to be clear in our deductive reasoning; and the 
elucidation of this side of the problem plus the qualifying dis- 
cussion may contribute towards an ultimate appraisal of the 
theorem’s realism and relevance. 


2. STATEMENT OF THE THEOREM 
My hypotheses are as follows :— 


1. There are but two countries, America and Europe. 

2. They produce but two commodities, food and clothing. 

3. Each commodity is produced with two factors of 
production, land and labour. The production functions of 
each commodity show “constant returns to scale,” in the 
sense that changing all inputs in the same proportion changes 
output in that same proportion, leaving all “‘ productivities ”’ 


1 ** International Trade and the Equalisation of Factor Prices,’’ Economic 
JOURNAL, Vol. LVIII, June, 1948, pp. 163-184. I learn from Professor Lionel 
Robbins that A. P. Lerner, while a student at L.S.E., dealt with this problem. I 
have had a chance to look over Lerner’s mimeographed report, dated December 
1933, and it is a masterly, definitive treatment of the question, difficulties and all. 
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essentially unchanged. In short, all production functions 
are mathematically ‘‘ homogeneous of the first order” and 
subject to Euler’s theorem. 

4. The law of diminishing marginal productivity holds : 
as any one input is increased relative to other inputs, its 
marginal productivity diminishes. 

The commodities differ in their “labour and land 
intensities.” Thus, food is relatively “land using” or 
*“Jand-intensive,” while clothing is relatively “labour- 
intensive.” This means that whatever the prevailing ratio 
of wages to rents, the optimal proportion of labour to land 
is greater in clothing than in food. 

6. Land and labour are assumed to be qualitatively 
identical inputs in the two countries and the technological 
production functions are assumed to be the same in the two 
countries. 

7. All commodities move perfectly freely in international 
trade, without encountering tariffs or transport costs, and 
with competition effectively equalising the market price- 
ratio of food and clothing. No factors of production can 
move between the countries. 

8. Something is being produced in both countries of both 
commodities with both factors of production. Each country 
may have moved in the direction of specialising on the com- 
modity for which it has a comparative advantage, but it has 
not moved so far as to be specialising completely on one 
commodity. 


All of this constitutes the hypothesis of the theorem. The 
conclusion states :— 


Under these conditions, real factor prices must be exactly 
the same in both countries (and indeed the proportion of 
inputs used in food production in America must equal that 
in Europe, and similarly for clothing production). 


Our problem is from now on a purely logical one. Is “ If H, 
then inevitably C ” a correct statement? The issue is not whether 
C (factor-price equalisation) will actually hold; nor even whether 
H (the hypothesis) is a valid empirical generalisation. It is 
whether C can fail to be true when H is assumed true. Being a 


1 Actually we may admit the limiting case of ‘‘ incipient specialisation,” 
where nothing is being produced of one of the commodities, but where it is a 
matter of indifference whether an infinitesimal amount is or is not being produced, 
so that price and marginal costs are equal. 
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logical question, it admits of only one answer: either the theorem 
is true or it is false. 

One may wonder why such a definite problem could have 
given rise to misunderstanding. ‘The answer perhaps lies in the 
fact that even so simple a set-up as this one involves more than 
a dozen economic variables : at least four inputs for each country, 
four marginal productivities for each country (marginal produc- 
tivity of American labour in food, of American land in food . . .), 
two outputs for each country, the prices of the two commodities, 
the price in each country of the two inputs, the proportions of the 
inputs in different lines of production, and so forth. It is not 
always easy for the intellect to move purposefully in a hyper- 
space of many dimensions. 

And the problem is made worse by the fact, insufficiently 
realised, that constant returns to scale is a very serious limitation 
on the production functions. A soon as one knows a single 
“ curve ’’ on such a surface, all other magnitudes are frozen into 
exact quantitative shapes and cannot be chosen at will. Thus, 
if one knows the returns of total product to labour working on 
one acre of land, then one already knows everything : the marginal 
productivity schedule of land, all the iso-product curves, the 
marginal-rate-of-substitution schedules, etc. This means one 
must use a carefully graduated ruler in drawing the different 
economic functions, making sure that they are numerically 
consistent in addition to their having plausible qualitative 
shapes. 


3. INTUITIVE PROOF 


In each country there is assumed to be given totals of labour 
and land. If all resources are devoted to clothing, we get a 
certain maximum amount of clothing. If all are devoted to 
food production, we get a certain maximum amount of food. 
But what will happen if we are willing to devote only part of 
all land and part of total labour to the production of food, the 
rest being used in clothing production? Obviously, then we are 
in effect sacrificing some food in order to get some clothing. The 
iron law of scarcity tells us that we cannot have all we want of 
both goods, but must ultimately give up something of one good 
in getting some of another. 

In short there is a best “ production-possibility,” or ‘ trans- 
formation ” curve showing us the maximum obtainable amount 
of one commodity for each amount of the other. Such a produc- 
tion-possibility schedule was drawn up for each country in Figure 1 
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of my earlier article. And in each case it was made to be a 
curve convex from above, so that the more you want of any good 
the greater is the cost, at the margin, in terms of the other good. 
This convexity property is very important and is related to the 
law of diminishing marginal productivity. Few readers had any 
qualms about accepting convexity, but perhaps some did not 
realise its far-reaching implications in showing why the factor- 
price equalisation theorem had to be true. I propose, therefore, 
to show why the production-possibility curve must obviously 
be convex (looked at from above).} 

To show that convexity, or increasing relative marginal costs 
must hold, it is sufficient for the present purpose to show that 
concavity, or decreasing marginal costs, involves an impossible 
contradiction. Now at the very worst, it is easily shown we 
can move along a straight-line opportunity cost line between the 
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two axes. For suppose we agree to give up half of the maximum 
obtainable amount of food. How much clothing can we be sure 
of getting? If we send out the crudest type of order: “ Half of all 
labour and half of all land is to be shifted to clothing production,” 
we will (because of the assumption of constant returns to scale) 
exactly halve food production; and we will acquire exactly half of 
the maximum amount of clothing produceable with all resources. 
Therefore, we end up at a point, R, exactly half-way between 
the limiting points A and Z. Similarly, if we decide to give up 
10, 20, 30 or 90% of the maximum amount of food produceable, 
we can give out crude orders to transfer exactly 10, 20, 30 or 
90% of both inputs from food to clothing. Because of constant 
returns to scale, it follows that we can be sure of getting 90, 80, 
70 or 10% of maximum clothing. 

1 T am indebted for this line of reasoning to my colleague at M.I.T., Professor 
Robert L. Bishop, who for some years has been using it on beginning students in 


economics, with no noticeable disastrous effects. This proof is suggestive only, 
but it could easily be made rigorous. 
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In short, by giving such crude down-the-line orders that 
transfer both resources always in the same proportion, we can at 
worst travel along a straight line between the two limiting 
intercepts. Any concave curve would necessarily lie inside such 
a constant-cost straight line and can therefore be ruled out : hence 
decreasing (marginal, opportunity) costs are incompatible with 
the assumption of constant returns to scale. 

But of course we can usually do even better than the straight- 
line case. A neophyte bureaucrat might be satisfied to give 
crude down-the-line orders, but there exist more efficient ways of 
giving up food for clothing. This is where social-economist (or 
“welfare economist ”’) can supplement the talents of the mere 
technician who knows how best to use inputs in the production 
of any one good and nothing else. There are an infinity of ways 
of giving up, say, 50% of food: we may simply give up labour, 
or simply give up land, or give up constant percentages of labour 
and land, or still other proportions. But there will be only one 
best way to do so, only one best combination of labour and land 
that is to be transferred. Best in what sense? Best in the sense 
of getting for us the maximum obtainable amount of clothing, 
compatible with our pre-assigned decision to sacrifice a given 
amount of food. 

Intuition tells us that, qualitatively, we should transfer a 
larger proportion of labour than of land to clothing production. 
This is because clothing is the labour-intensive commodity, by 
our original hypothesis. This means that the proportion of 
labour to land is actually declining in the food line as its produc- 
tion declines. What about the proportion of labour to land in 
clothing production? At first we were ‘able to be generous in 
sparing labour, which after all was not ‘“ too well adapted ” for 
food production. But now, when we come to give up still more 
food, there is less labour left in food production relative to land ; 
hence, we cannot contrive to be quite so generous in transferring 
further labour to clothing production. As we expand clothing 
production further, the. proportion of labour to land must also 
be falling in that line; but the labour-land ratio never falls 
to as low as the level appropriate for food, the land-intensive 
commodity. 

1 Some readers may find it paradoxical that—with a fixed ratio of total labour 
to total land—we nevertheless lower the ratio of labour to land in both industries 
as a result of producing more of the labour-intensive good and less of the other. 
Such readers find it hard to believe that men’s wages and women’s wages can 
both go up at the same time that average wages are going down. They forget 


that there is an inevitable shift in the industries’ weights used to compute the 
No. 234—VoL. LIx. oO 
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Intuition tells us that by following an optimal pattern which 
recognises the difference in factor intensities of the two goods, 
we can end up on a production possibility curve that is bloated 
out beyond a constant-cost straight line : in short, on a production 
possibility curve that is convex, obeying the law of increasing 
marginal costs of one good as it is expanded at the expense of the 
other good. Or to put the same thing in the language of the 
market-place: as the production of clothing expands, upward 
pressure is put on the price of the factor it uses most intensively, 
on wages relative to land rent. An increase in the ratio of wages 
to rent must in a competitive market press up the price of 
the labour-intensive commodity relative to the land-intensive 
commodity. 

This one-directional relationship between relative factor 
prices and relative commodity prices is an absolute necessity, 
and it is vital for the recognition of the truth in the main 
theorem. Let me elaborate therefore upon the market mechanism 
bringing it about. Under perfect competition, everywhere 
within a domestic market there will be set up a uniform ratio of 
wages to rents. In the food industry, there will be one, and 
only one, optimal proportion of labour to land; any attempt to 
combine productive factors in proportions that deviate from the 
optimum will be penalised by losses, and there will be set up a 
process of corrective adaptation. The same competitive forces 
will force an adaptation of the input proportion in clothing 
production, with equilibrium being attained only when the input 
proportions are such as to equate exactly the ratio of the physical 
marginal productivities of the factors (the “ marginal rate of 
substitution ” of labour for land in clothing production) to the 
ratio of factor prices prevailing in the market. The price 
mechanism has an unconscious wisdom. As if led by an invisible 
hand, it causes the economic system to move out to the optimal 
production-possibility curve. Through the intermediary of a 
common market factor—price ratio, the marginal rates of substitu- 
tion of the factors become the same in both industries. And it 
is this marginal condition which intuition (as well as geometry 
and mathematics) tells us prescribes the optimal allocation of 
resources so as to yield maximum output. Not only does 
expanding clothing production result in the earlier described 





average-factor ratio. Really to understand all this the reader must be referred 
to the Edgeworth box-diagram depicted in W. F. Stolper and P. A. Samuelson, 
** Protection and Real Wages,” Review of Economic Studies, Vol. IX (1941), pp. 
58-73. 
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qualitative pattern of dilution of the ratio of labour to land in 
both occupations; more than that, a price system is one way of 
achieving the exactly optimal quantitative degree of change in 
proportions. 

I have established unequivocally the following facts : 


Within any country : (a) a high ratio of wages to rents will 
cause a definite decrease in the proportion of labour to land in 
both industries ; (b) to each determinate state of factor pro- 
portion in the two industries there will correspond one, and only 
one, commodity price ratio and a unique configuration of wages 
and rent ; and finally, (c) that the change in factor proportions 





incident to an increase in — must be followed by a one- 


directional increase in clothing prices relative to food prices. 


An acute reader may try to run ahead of the argument and 
may be tempted to assert: “ But all this holds for one country, 
as of a given total factor endowment. Your established chain of 
causation is only from factor prices (and factor proportions) to 
commodity prices. Are you entitled to reverse the causation and 
to argue that the same commodity-—price ratio must—even in 
countries of quite different total factor endowments—lead back 
to a common unique factor—price ratio, a common unique way of 
combining the inputs in the food and clothing industries, and a 
common set of absolute factor prices and marginal produc- 
tivities ? ” 

My answer is yes. This line of reasoning is absolutely 
rigorous. It is only proportions that matter, not scale. In such 
a perfectly competitive market each small association of factors 
(or firm, if one prefers that word) feels free to hire as many or as 
few extra factors as it likes. It neither knows nor cares anything 
about the totals for society. It is like a group of molecules in a 
perfect gas which is everywhere in thermal equilibrium. The 
molecules in any one small region behave in the same way regard- 
less of the size of the room around them. A sample observed in 
the middle of a huge spherical room would act in the same way 
as a similar sample observed within a small rectangular room. 
Similarly, if we observe the behaviour of a representative firm * 
in one country it will be exactly the same in all essentials as a 
representative firm taken from some other country—regardless of 


1 The representative firm concept is in the case of homogeneous production 
functions not subject to the usual difficulties associated with the Marshallian 
concept; in this caso, it should be added, the “‘ scale ”’ of the firm is indeterminate 
and, fortunately, irrelevant. 
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the difference in total factor amounts and relative industrial 
concentration—provided only that factor-price ratios are really 
the same in the two markets. 

All this follows from the italicised conclusion reached just 
above, especially from (c) taken in conjunction with (a) and (b). 

This really completes the intuitive demonstration of the 
theorem. The same international commodity—price ratio, must 
—so long as both commodities are being produced and priced at 
marginal costs—enable us to infer backwards a unique factor- 
price ratio, a unique set of factor proportions, and even a unique 
set of absolute wages and rents. 

W/R W/R 


F 




















Py /P, L Ly/t 
All this is summarised in the accompanying chart. On the 
right-hand side I have simply duplicated Figure 2 of my earlier 
paper. On the left-hand side I have added a chart showing the 
one-directional relation of commodity prices to factor prices.1 As 


‘1 The left-hand curve is drawn in a qualitatively correct fashion. Actually 
its exact quantitative shape is determined by the two right-hand curves; but 
the chart is not exact in its quantitative details. 

We may easily illustrate the importance of point (5) of our hypothesis, which 
insists on differences in factor intensities. Consider the depicted pathological 

W/R W/R 
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case which does not meet the requirements of our hypothesis, and in which factor 
intensities are for a range identical, and in still other regions food becomes the 
labour-intensive good. The resulting pattern of commodity prices does not neces- 
sarily result in factor-price equalisation. Cf. p. 175, n. 1 of my earlier article. 
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wages fall relative to rents the price of food is shown to rise 
relative to clothing in a monotonic fashion. The accompanying 
chart applies to either country and—so long as neither country is 
specialising completely—its validity is independent of their 
differing factor endowments. It follows that when we specify 
a common price ratio (say at L), we can move backward un- 
ambiguously (from M to N, etc.) to a common factor—price ratio 
and to a common factor proportion set-up in the two countries. 


4. MATHEMATICAL PROOF 


Now that the theorem has been demonstrated by common- 
sense reasoning, let me confirm it by more rigorous mathematical 
proof. The condition of equilibrium can be written in a variety 
of ways, and can be framed so as to involve more than a dozen 
equations. For example, let me call America’s four marginal 
physical productivities—of labour in food, of land in food, of 
labour in clothing, of land in clothing—a, b, c and d. I use 
Greek letters—a, 8, y, 5—to designate the corresponding marginal 
productivities in Europe. Then we can end up with a number of 
equilibrium expressions of the form 

a ca a «@ 
tots al oes - - . etc. 

A number of economists have tortured themselves trying to 

manipulate these expressions so as to result in a = a, etc., or at 


_ @ 5 ¢ 
least in 5B 
essential thing is that these numerous marginal productivities are 
by no means independent. Because proportions rather than scale 
are important, knowledge of the behaviour of the marginal 
productivity of labour tells us exactly what to expect of the 
marginal-productivity schedule of land. This is because increasing 
the amount of labour with land held constant is equivalent to 
reducing land with labour held constant. 


, ete. No proof of this kind is possible. The 


1 J. B. Clark recognised in his Distribution of Wealth that the “‘ upper triangle ” 
of his labour-marginal-productivity diagram must correspond to the “‘ rectangle ”” 
of his other-factors diagram. But his draughtsman did not draw the curve 
accordingly! This is a mistake that Philip Wicksteed in his Co-ordination of the 
Laws of Distribution (London School of Economics Reprint) could not have made. 
Clark, a believer in Providence, was unaware of the blessing—in the form of 
Euler’s theorem on homogeneous functions—that made his theory possible. 
Wicksteed, a man of the cloth, appreciated and interpreted the generosity of 
Nature. Cf. also F. H. Knight, Risk, Uncertainty and Profit, ch. IV, for a partial 
treatment of these reciprocal relations. G.J. Stigler, Production and Distribution 
Theories : the Formative Period, gives a valuable treatment of Wicksteed’s theory 
as exposited by Flux and others. 
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Mathematically, instead of writing food production, F,, as any 
joint function of labour devoted to it, Z,;, and of land, 7’, we can 
write it as 


F = Fy, 7) =%$(7f) ~ + + (1) 


where the function f can be thought of as the returns of food on 
one unit of land, and where the number of units of land enters 
as a scale factor. The form of this function is the same for both 
countries; and there is, of course, a similar type of function 
holding for cloth production, C, in terms of J, and 7’, namely 


C = OL, T) = Teel) = 5g! oa 


It is easy to show mathematically, by simple partial differentia- 


tion of (1), the following relations among marginal physical 
productivities 


M.P.P. labour in food = oF as f’ (7 ‘) 
aL, 


where f’ represents the derivative of f and depicts the schedule 
of marginal product of labour (working on one unit of land). 
This must be a declining schedule according to our hypothesis of 
diminishing returns, so that we must have 


wt z) 
<0. 
f (7, 
By direct differentiation of (1), or by use of Euler’s theorem, or 


by use of the fact that the marginal product of land can also be 
identified as a rent residual, we easily find that 


M.P.P. land in food = oF, “ =5(F t) — ae t) = i 07) 


where g is the name for the rent residual. It is easy to show that 


, zs) — "(#) 
. (71 ry Ty} 
By similar reasoning, we may write the marginal productivity 


of land in clothing production in its proper relation to that of 
labour 


M.P.P. labour in clothing = ec = o'(7) 


OL, 7 
M.P.P. land in clothing = td = e( a) — ne (7) zee (a) 


h’ L, —— L, "(Fe 
(7) os 
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The art of analysis in these problems is to select out the 
essential variables so as to reduce our equilibrium equations to 
the simplest form. Without specifying which country we are 
talking about, we certainly can infer from the fact that something 
of both goods is being produced with both factors the following 
conditions :— 


Real wages (or labour marginal “ value ” productivities) 
must be the same in food and clothing production when 
expressed in terms of a common measure, such as clothing ; 
the same is true of real rents (or land marginal “ value ” 
productivities). Or 


(food price) (M.P.P. labour in food) 
= (clothing price) (M.P.P. labour in clothing) 


(food price) (M.P.P. land in food) 
= (clothing price) (M.P.P. land in clothing) 
which can be written in terms of previous notation ! as 


(i) (H) -«(R) = 
(LH) - He @)I-LR) ~Be(@)]-° 


Now these are two equations in the three variables i J 
c 

and 44 If we take the latter price ratio as given to us by inter- 
¢c 

national-demand conditions, we are left with two equations to 

determine the two unknown factor proportions. This is a solvent 

situation, and we should normally expect the result to be 

determinate. 

But a purist might still have doubts: ‘‘ How do you know 
that these two equations or schedules might not twist around and 
intersect in multiple equilibria? ’’ Fortunately, the answer is 
simple and definite. On our hypothesis, any equilibrium con- 
figuration turns out to be absolutely unique. We may leave to 
a technical footnote the detailed mathematical proof of this 
fact.? 


1 In terms of our earlier a, b, . . ., a, 8 . . ., these equations are of the form 
_— 
P? = C¢, Pe = d, ete. 


* The Implicit Function Theorem tells us that two suitably continuous 
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. MULTIPLE COMMODITIES AND FACTORS 


or 


Adding a third or further commodities does not alter our 
analysis much. If anything, it increases the likelihood of com- 
plete factor—price equalisation. For all that we require is that at 
least two commodities are simultaneously being produced in both 
countries and then our previous conclusion follows. If we add a 
third commodity which is very much like either of our present 
commodities, we are not changing the situation materially. But 
if we add new commodities which are more extreme in their 
labour-land intensities, then we greatly increase the chance that 
two regions with very different factor endowments can still come 
into complete factor—price equalisation. A “‘ queer” region is not 
penalised for being queer if there is queer work that needs doing. 

I do not wish at this time to go into the technical mathe- 
matics of the n commodity, and r factor case. But it can be said 
that : (1) so long as the two regions are sufficiently close together 
in factor proportions, (2) so long as the goods differ in factor 
intensities, and (3) so long as the number of goods, n, is greater 
than the number of factors, r, we can hope to experience com- 
plete factor—price equalisation. On the other hand, if complete 
specialisation takes place it will do so for a whole collection of 
goods, the dividing line between exports and imports being a 
variable one depending upon reciprocal international demand 
(acting on factor prices) as in the classical theory of comparative 
advantage with multiple commodities.? 





equations of the form W,(y;, ¥2) = 0 = W.(y;, ¥2), possessing a solution (y,°. y,°), 
cannot have any other solution provided 


aw, aw, 











Oy, OY 
A= + 0 
OW, OW, 
OY1 Ys 
In this case, where y, = L,/Ty, etc., it is easy to show that 
Poy a 
aa e aa pyr'e’| _ 7 | 
*] a yi T 
Pg ly 4 Ley!) ~* aire 
P, T; T. 


By hypothesis of diminishing returns f” and c” are negative, and the term in 
brackets (representing the respective labour intensities in food and clothing) 
cannot be equal to zero. Hence, the equilibrium is unique. As developed 
earlier, if the factor intensities become equal, or reverse themselves, the one-to-one 
relation between commodity and factor prices must be ruptured. 

1 The real wage of every resource must be the same in every place that it is 
used, when expressed in a common denominator. This gives us r (n — 1) 
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When we add a third productive factor and retain but two 
commodities, then the whole presumption towards factor—price 
equalisation disappears. Suppose American labour and American 
land have more capital to work with than does European labour 
and land. It is then quite possible that the marginal physical 
productivities of labour and land might be double that of Europe 
in both commodities. Obviously, commodity—price ratios would 
still be equal, production of both commodities will be taking 
place, but nonetheless absolute factor prices (or relative for that 
matter) need not be moved towards equality. This is our general 
expectation wherever the number of factors exceeds the number of 
commodities. 


6. THE CONDITIONS OF COMPLETE SPECIALISATION 


If complete specialisation takes place in one country, then 
our hypothesis is not fulfilled and the conclusion does not follow. 
How important is this empirically, and when can we expect 
complete specialisation to take place? As discussed earlier, the 
answer depends upon how disparate are the initial factor endow- 
ments of the two regions—how disparate in comparison with the 
differences in factor intensities of the two commodities. * 

Unless the two commodities differ extraordinarily in factor 
intensities, the production-possibility curve will be by no means 
so convex as it is usually drawn in the neo-classical literature of 
international trade, where it usually resembles a quarter circle 
whose slope ranges the spectrum from zero to infinity. It should 
rather have the crescent-like shape of the new moon. Oppor- 
tunity costs tend to be more nearly constant than I had previously 
realised. This is a step in the direction of the older classical 
theory of comparative advantage. But with this important 
difference : the same causes that tend to produce constant costs 
also tend to produce uniform cost ratios between nations, which 





independent equations involving the (n — 1) commodity-price ratios and the 
n(r — 1) factor proportions. If n =r, we have a determinate system 2nce the 
goods price ratios are given. If nm >r, we have the same result, but now the 
international price ratios cannot be presented arbitrarily as there are constant- 
cost paths on the production-possibility locus, with one blade of Marshall’s 
scissors doing most of the cutting, so to speak. If n <r, it is quite possible for 
free commodity trade to exist alongside continuing factor-price differentials. It 
is never enough simply to count equations and unknowns. In addition we 
must make sure that there are not multiple solutions: that factor intensities in 
the different commodities and the laws of returns are such as to lead to a one-to- 
one relationship between commodity prices and factor prices. 

1 The reader may be referred to the earlier paper’s discussion of Figures 1 
and 2, with respect to ‘‘ step-like formations ’’ and overlap. 
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is not at all in the spirit of classical theory. (Undoubtedly much 
of the specialisation observed in the real world is due to something 
different from all this, namely decreasing-cost indivisibilities, 
tempered and counteracted by the existence of localised resources 
specifically adapted to particular lines of production.) 


A parable may serve the double purpose of showing the range 
of factor endowment incompatible with complete specialisation 
and of removing any lingering element of paradox surrounding 
the view that commodity mobility may be a perfect substitute for 
factor mobility. 

Let us suppose that in the beginning all factors were perfectly 
mobile, and nationalism had not yet reared its ugly head. Spatial 
transport costs being of no importance, there would be one 
world price of food and clothing, one real wage, one real rent, 
and the world’s land and labour would be divided between food 
and clothing production in a determinate way, with uniform pro- 
portions of labour to land being used everywhere in clothing 
production, and with a much smaller—but uniform—proportion 
of labour to land being used in production of food. 

Now suppose that an angel came down from heaven and 
notified some fraction of all the labour and land units producing 
clothing that they were to be called Americans, the rest to be 
called Europeans; and some different fraction of the food industry 
that henceforth they were to carry American passports. 
Obviously, just giving people and areas national labels does not 
alter anything : it does not change commodity or factor prices or 
production patterns. 

But now turn a recording geographer loose, and what will he 
report? Two countries with quite different factor proportions, 
but with identical real wages and rents and identical modes of 
commodity production (but with different relative importances 
of food and clothing industries). Depending upon whether the 
angel makes up America by concentrating primarily on clothing 
units or on food units, the geographer will report a very high or 
a very low ratio of labour to land in the newly synthesised 
“country.” But this he will never find: that the ratio of 
labour to land should ever exceed the proportions characteristic 
of the most labour-intensive industry (clothing) or ever fall short 
of the proportions of the least labour-intensive industry. Both 
countries must have factor proportions intermediate between the 
proportions in the two industries. 

The angel can create a country with proportions not inter- 
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mediate between the factor intensities of food and clothing. But 
he cannot do so by following the above-described procedure, which 
was calculated to leave prices and production unchanged. If he 
wrests some labour in food production away from the land it has 
been working with, “‘ sending ”’ this labour to Europe and keeping 
it from working with the American land, then a substantive 
change in production and prices will have been introduced. 
Unless there are abnormal repercussions on the pattern of effective 
demand, we can expect one or both of the countries to specialise 
completely and real wages to fallin Europe relative to America in 
one or both commodities, with European real rents behaving in 
an opposite fashion. The extension of this parable to the many- 
commodities case may be left to the interested reader. 


7. SOME Q™ALIFICATIONS 


A number of qualifications to this theoretical argument are 
in order. In the first place, goods do not move without transport 
costs, and to the extent that commodity prices are not equalised 
it of course follows that factor prices will not tend to be fully 
equalised. Also, as I indicated in my earlier article, there are 
many reasons to doubt the usefulness of assuming identical 
production functions and categories of inputs in the two countries ; 
and consequently, it is dangerous to draw sweeping practical 
conclusions concerning factor—price equalisation. 

What about the propriety of assuming constant returns to 
scale? In justice to Ohlin, it should be pointed out that he, 
more than almost any other writer, has followed up the lead of 
Adam Smith and made increasing returns an important cause for 
trade. It is true that increasing returns may at the same time 
create difficulties for the survival of perfect competition, diffi- 
culties which cannot always be sidestepped by pretending that 
the increasing returns are due primarily to external rather than 
internal economies. But these difficulties do not give us the 
right to deny or neglect the importance of scale factors. Where 


1 Statical increasing returns is related to, but analytically distinct from, these 
irreversible cost economies induced by expansion and experimentation and which 
provide the justification for ‘‘ infant industry ’’ protection. Statical increasing 
returns might justify permanent judicious protection but not protection all 
around, since our purpose in bringing about large-scale production is to achieve 
profitable trade and consumption. 

One other point needs stressing. For very small outputs, increasing returns to 
scale may take place without affecting the above analysis provided that total 
demand is large enough to carry production into the realm of constant returns to 
scale. Increasing the ‘‘ extent of the market ”’ not only increases specialisation, 
it also increases the possiblity of viable pure competition. 
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scale is important it is obviously possible for real wages to differ 
greatly between large free-trade areas and small ones, even with 
the same relative endowments of productive factors. And while 
it may have been rash of me to draw a moral concerning the 
worth of emigration from Europe out of an abstract simplified 
model, I must still record the view that the more realistic devia- 
tions from constant returns to scale and the actual production 
functions encountered in practice are likely to reinforce rather 
than oppose the view that high standards of life are possible in 
densely populated areas such as the island of Manhattan or the 
United Kingdom. 

There is no iron-clad a priori necessity for the law of diminish- 
ing marginal productivity to be valid for either or both com- 
modities.1_ In such cases the usual marginal conditions of 
equilibrium are replaced by inequalities, and we have a boundary 
maximum in which we go the limit and use zero of one of the 
inputs in one industry. If it still could be shown that one 
commodity is always more labour intensive than the other, then 
the main theorem would probably still be true. But it is precisely 
in these pathological cases that factor intensities may become 
alike or reverse themselves, giving rise to the difficulties discussed 
in my earlier footnote on p. 188. 

In conclusion, some of these qualifications help us to reconcile 
results of abstract analysis with the obvious facts of life concerning 
the extreme diversity of productivity and factor prices in different 
regions of the world. Men receive lower wages in some countries 
than in others for a variety of reasons : because they are different 
by birth or training; because their effective know-how is limited 
and the manner of their being combined with other productive 
factors is not optimal; because they are confined to areas too small 
to develop the full economies of scale; because some goods and 
materials cannot be brought to them freely from other parts of the 
world, as a result of natural or man-made obstacles; and finally 
because the technological diversity of commodities with respect to 
factor intensities is not so great in comparison with the diversity 


1 A “ Pythagorean” production function of the form F = VL? + 7? is an 
example of such a homogeneous function with increasing marginal productivity. 
So long as neither factor is to have a negative marginal productivity, average 
product must not be rising; but this is quite another thing. Surprisingly enough, 
the production possibility curve may still be convex with increasing marginal 
productivity. I have been asked whether any essential difference would be 
introduced by the assumption that one of the commedities, such as clothing, uses 
no land at all, or negligible land. Diminishing returns would still affect food as 
more of the transferable factor is added to the now specific factor of land; but 
no essential modifications in our conclusions are introduced. 
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of regional factor endowments to emancipate labourers from the 
penalty of being confined to regions lacking in natural resources. 
In the face of these hard facts it would be rash to consider the 
existing distribution of population to be optimal in any sense, 
or to regard free trade as a panacea for the present geographical 
inequalities. 
Pavut A. SAMUELSON 
Massachusetis Institute of Technology. 











THE VALUE OF THE POUND 


THE object of this note is to analyse the prospects for equili- 
brium in the British balance of payments in a year when normal 
conditions of world trading have been fully restored—we may, if 
we like, say 1952; and to consider the interaction between the 
exchange rate and the other variables of the situation. 

Between 1938 and 1947 wage payments in Britain rose 2-03- 
fold for a virtually constant number in wage-earning employment. 
The index used by the United Nations Statistical Office also 
indicates a 2-03-fold increase between 1938 and the end of 1947, 
or a 2-09-fold increase in hourly wages. By the same date Ameri- 
can hourly wages had risen 2-01-fold. But real product per man- 
hour in 1947 in Britain appears to have only just regained pre-war 
level, while in America it was 20% higher. 








1946 1948 
1939. (July to 1947, (January 
December). to June). 
Gross national product, billions 
of current $, annual rate 4 90-4 213-0 229-5 246-0 
1939 Prices : 
Gross national product . 90-4 143-2 141-0 141-6 
Net national product . . 82-3 132-7 130-5 131-1 
Numbers in employment, ex- 
cluding forces, million ‘ 45-7 56-7 58-0 58-8 
Real product in I.U.* ($ of 
1925-34 purchasing power): 
Per man-year : ‘ 2,108 2,740 2,632 2,612 
Per man-hour ° ° 1-00 1-22 1-21 1-21 

















* International Unit. 


In other words, American efficiency wages are now nearly 
20% below British on a 1938 basis, and the present exchange 
rate is slightly too high even to restore the status quo of 1938. 
But even in that year Britain had an adverse balance of payments ; 
since that date there have been heavy and apparently permanent 
losses in the capacity to earn income through shipping and 


1 The various components of gross national product (consumption, con- 
struction, producers’ durable equipment, net change in inventories, net surplus 
of exports) can each be revalued by appropriate price-index numbers. As the 
present method of estimation may undervalue depreciation and maintenance at 
post-war prices the national product is revalued gross, and converted to net on 
the assumption that the real volume of depreciation and maintenance is now 
30% higher than in 1939. All data from Survey of Current Business, seasonally 
corrected where necessary. 
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international investment, and the terms of trade are turning 
against Britain and are expected to go much further. We must 
project these trends into the future and make use of what in- 
formation we have about elasticity of demand for British imports 
and exports, to determine a possible equilibrium. 

The basic information for the solution of this problem has 
already been assembled by others. Mr. T. C. Chang (Econ- 
omic JOURNAL, June 1946), in a most thorough and careful analy- 
sis, finds the price elasticity of demand for imports in Britain 
(real income being held constant) to be 0-64. Messrs. Hinshaw 
and Metzler (Review of Economic Statistics, November 1945) 
analysed the factors determining all the significant elements in 
the British balance of payments. While leaving aside the 
question of price elasticity, they obtained a relationship between 
the volume of British imports and British real income (Mr. Chang 
also obtained a similar figure), one between the volume of British 
exports and the level of world real income, and three others 
showing the determination of net income from shipping, from 
overseas investment, and from short interest and commissions, 
by the level of world money income. 

Messrs. Hinshaw and Metzler’s relationships were on the year 
1937 as a base, and in all the subsequent measurement of variables 
we will take 1937 = 1. As a base year 1937 has the additional 
advantage that the terms of trade (measured by American prices 
for manufactured goods and farm produce respectively) were 
almost exactly the same as the average of the decade 1925-34, 
which was taken as the base of the projections of the terms of 
trade made in The Economics of 1960. When normal world 
trading is fully restored, we may assume real income in Britain to 
be 1-2 on the 1937 base. In 1947 it was only 1-07. A considerable 
improvement in efficiency, and some increase in the working 
population is anticipated. 

For the rest of the world a real income of 1-4 is projected. This 
takes account of : 


1. The more rapid population increase in other countries. 

2. A somewhat more rapid increase in efficiency. 

3. In 1937 U.S.A., whose income constitutes nearly half 
of the “ rest of the world,” had a much higher level of unem- 
ployment than Britain. 

4. The depressing effect of the terms of trade upon 
British real income. 


We must now consider prices and money values. 
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The word “ dollar ”’ as used below, is meant to include the 
currencies of all the rest of the world at the rates at which they 
effectively exchange against the dollar. The equilibrium rates of 
exchange against the dollar recommended below are to be inter- 
preted literally if the currencies of the rest of the world are subject 
to free exchange by 1952; if through restrictions or for other 
reasons they are not arbitraged throughout the world, then they 
must be taken to mean the weighted average of the dollar exchange 
and of the rates at which other currencies effectively exchange 
against the dollar. 

On this definition it is expected that the world dollar price of 
goods and services, other than food and raw materials, will be 
1-5 on a 1937 base. American hourly money wages in mid-1948 
stood at 2-12 on a 1937 base, efficiency wages at 1-62. It is 
assumed that efficiency will continue to increase and money 
wages be virtually stationary. In a number of countries where 
money wages have increased substantially, the complete or 
partial exchangeability of the currency now allowed against gold 
or dollars, will, it appears, keep the dollar price of their exports 
in the neighbourhood of 1-5 (e.g., France, Italy, India). 

Next we must consider the probable movement of the terms 
of trade. These I have estimated move by a factor of 1-5 in 
favour of agriculture between 1937 and 1952. I have given 
reasons in The Economics of 1960 for believing that they will move 
by a factor of 1-9 by 1960. The reasons analysed in that book— 
rapid growth of population in many parts of the world, outflow of 
labour from agriculture (accelerated by full employment condi- 
tions), increasing demand for certain types of food with rising 
real income, need of the densely populated countries for export 
markets—all still appear to be fully valid; and the division of 
Germany will bring into the world market another country 
exceptionally dependent on exports. The Central Planning 
Bureau of the Netherlands! have recalculated the equations 
of The Economics of 1960 on extreme assumptions about the 
extent and permanence of war damage, i.e., the real income of 
Germany, Italy, Russia, Japan, China and the Balkans is put at 
anything from 25% to 50% below my estimate. Even so they find 
the terms of trade moving in favour of agriculture by a factor of 
1-5. 

On this assumption prices of food and raw materials will 
stand at 2-25 on a 1937 basis. The weighted average of world 


1 Results privately communicated. 
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dollar prices will rise by a factor of 1-65 and world money income 
measured in dollars will rise by a factor 1-4 x 1-65 = 2-31. 

Those who wish may assume that the terms of trade will 
return to the 1937 level. Calculations on this assumption are 
(for convenience) made on the assumption that primary and non- 
primary prices rise alike by a factor 1-65 from 1937. 

From 1937 to June 1948, the movement of the terms of trade, 
as indicated by American prices, had been 1-28. 

The following table shows 1952 estimates for the volume at 
1937 prices of the items in the British balance of payments in 
1952, using the Hinshaw-—Metzler equations (i.e., allowing for 
home and world income elasticities, but before allowing for price 
elasticities). 

















Actual, 1937, Estimate for 
less estimated | 1952. Exports 
Actual, | permanent re- | and imports at 
1937, ductions in 1937 prices. 
£m. capacity due | Other items at 
to war, £m. current prices. 
Retained imports, excluding 
precious metals . ‘ ‘ 953 — 1,077 
Exports of British products, ex- 
cluding precious metals : 522 == 678 
Net shipping income ° ‘ 130 98 250 
Net income from investments . 210 105 252 0 
Net receipts from short interest 59 
and commissions ° . 40 — 88 
Balance of above (minor items 
ignored) . : . - —5l1 —188 _— 





Price elasticity of demand for imports has already been deter- 
mined by Mr. Chang at 0-64 (will be taken as two-thirds for 
convenience in calculation). What is the order of magnitude of 
the price elasticity of demand for British exports? Professor 
Tinbergen reviews some export price elasticities of demand 
(Review of Economic Statistics, August 1946) and finds that, in 
general, they are of the order of magnitude of 2. In a paper on 
the dollar shortage before the World Statistical Conference in 
1947 1 he also analysed the price elasticity of demand for some 
imports of manufactures into America. 

To assume a figure of 2 for price elasticity of demand for 
British exports would probably be justified and would accord with 


1 In this paper, which attracted much international attention, it was con- 
tended that the dollar shortage could be put right if money costs throughout the 
rest of the world could be reduced 20% relative to America, é.e., through a rise 
in money incomes in America or a fall in money incomes elsewhere. 


No. 234—vo.L. Lrx. P 














THE ECONOMIC JOURNAL [JUNE 


Price Elasticities of Demand in International Trade 














Dutch exports. | Swedish imports. U.S. imports. 
Coal. ‘ . 2-0 | Cast iron . 0-9 | Cotton cloth . 0:8 
Cotton goods . . 48) Plate. = . 1-2 | Woollen yarns 2-2 
Shoes ‘ . 2-8] Plate and tin-plate Woollen fabrics 1-9 

goods - 10 





estimations already made by others. We can now state the 
equations determining the equilibrium of the balance of payments. 


1937 base, and let the dollar exchange be depreciated to a pro- 
portion q of its 1937 level. Assuming exports contain 20% raw 
material, the dollar price of which has risen by a factor 2-25, the 
price of British exports will be 0-8 p + 0-45 q"}. 


Y represents the volume of imports or exports determined from 
income elasticities alone, and y the volume after taking into 
account price elasticities, e the elasticity and P the relative price, 
then— 


or— 


i.e., a 20% rise in the price of British exports relative to world 
prices will cause their volume to fall by a factor 1-44, 7.e., to just 
under 70% of their former volume. 


price 2-25q-1._ Relative to home-produced goods the price of 
imports will be 2-25(qp)"}. 


£1,077 m. Price elasticity of imports being taken at two-thirds 
the sterling value of imports will be— 


Competitors’ prices will be 1-5 measured in dollars, or 1-5 ¢? 
measured in sterling, and the price of British goods relative to 
competitors will be— 





Let the price of British-produced goods rise by a factor p on a 


Let the equations for price elasticity be of the form that where 


Log y = Log Y — e Log P 


g= YP 


Now the dollar price of imports will be 2-25 and the sterling 


The volume of imports at 1937 prices is given in the table at 





2-25\% 2-252\4 
1,077 (2:25q72 (==) ie 1,077( F| 
(2-25q-*) op 7 


The price of exports, as indicated above, will be— 


0-8p + 0:45q72 


0-8pq + 0-45 


1-5 
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The sterling value of exports will be— 


. \° -2 
678 (0-8p + 0-45q-) ( "See + O86) 


15 
Sterling income from shipping, etc., will be 590 q-}. 

We thus obtain an equation for the balance of payments, 
mathematically very inelegant, and which no function (to my 
knowledge) will solve; but which can be solved graphically with 
a little labour. 

If we make the alternative assumption about the terms of 
trade, the following alterations are necessary. 

In the equation for imports the coefficient 2-25 is replaced by 
a coefficient 1-65. In the equation for exports the coefficient 
2:25 (i.e., 1-5?) is replaced by the coefficient 2-71, and the co- 
efficient 0-45 by the coefficient 0-33. 

However, before solving the equations we must decide whether 
we are aiming at an exact balance of payments or whether we would 
prefer an equilibrium allowing for a capital outflow. There are 
some grounds for thinking that long-term equilibrium will require 
such an outflow. 

The following table gives net internal and external investment? 
as percentages of national income at market prices. It then 











Percentages of national income at sie 
market prices Equilibrium 
Unemploy- rate of in- 
Date. Net ment per- prion eer “7 
Siataameidl External Total centage.  eaae I 
runny invest- invest- co 
nih. ment. ment. ee 
1907 5:8 7-1 12:9 ~ 3-8 12-3 
1924 6-2 1-7 7-9 10-2 10-5 
1929 4-7 2-3 7-0 10-3 9-6 
1932 2-1 —1-3 0-8 21-9 9-3 
1938 7:8 —1-3 6-5 11-8 9-9 
1946 15-5 —4-1 11-4 2-5 10-2 
1947 16-6 —6-6 10-0 2-2 8-6 




















proceeds to get an extremely crude indication of what might be 
called “ equilibrium rate of investment” by assuming that full 
employment prevails when unemployment stands at 5% and that 
the multiplier is 2, e.g., an unemployment rate of 10% indicates 
that another 2}% of the national income needs to be invested to 
secure equilibrium. (Adjustments in the opposite direction are 
made in years of over-full employment.) 


1 In White Paper terminology ‘‘ saving and other sums set aside ”’ less ‘‘ saving 
of public authorities ’’ (negative) and ‘‘ depreciation and maintenance provisions ”’. 
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Looking a few years ahead, therefore, it appears that a net 
investment of 9% of the national income, or perhaps even higher, 
will be necessary to maintain full employment. What will the 
internal demand be when the present arrears have been worked 
off and inventories restored? The figure for 1938 is not much 
guide because in that year the arrears of investment from the 
depression years were still being met and, in particular, housing 
was still very active. With a virtually stationary population it 
is hard to believe that the percentage of income invested at home 
will be much higher than that of 1907 or 1924, however active are 
the programmes for re-equipment. It looks as if, to maintain 
full employment, some 3% of the national income will have to be 
spent on more or less unwanted public works or invested exter- 
nally. The results below will show that the latter objective is 
quite attainable if we give our minds to it. From Britain’s 
point of view, external investments will provide a reserve against 
the unforeseen contingencies of the future and might perhaps be 
drawn upon when population again begins to increase. From 
the world’s point of view it is obvious that there are so many great 
territories crying hungrily for capital from wherever they can get 
it, that to check a capital outflow because of a political preference 
for public works would be a piece of foolish isolationism (com- 
parable to that of some Indian politicians who are resisting 
proposals for a capital inflow). 

We therefore work out our equations with or without a term 
which leaves a net export surplus of 3% of national income 
(shown as 145p). 

We now make three alternative assumptions about the level 
of British prices and costs. The first may be described as the 
policy of “ financial severity.”” This enables p to fall by 1952 to 
1-8 from its 1947 level of 1-9, involving a virtual stabilisation of 
money wages and a distinct increase in efficiency. The second 
assumption can be described as the policy of “ financial ease,” or 
letting things follow their present course. During the last year 
money wages have risen 6% (hourly rates a little more), and there 
are not yet many signs of rising product per man-hour. On this 
course, p may have risen to 2-25 by 1952. 

Finally, we consider the alternative of ‘“‘ active deflation ” 
with a reduction in money wages of 20% accompanied by a 
considerable increase in efficiency, bringing p down to 1-44. This 
is only mentioned to show that it is almost inconceivable. 

Consider first the middle policy of “ financial severity.” The 
conditions of equilibrium will be : 














= Ww f 


wes Se 








1949] THE VALUE OF THE POUND 205 








Exchange | Imports, | Exports, | Invisibles, 
rate, $. £m. £m. £m. 
To obtain zero balance of pay- 
ments 3-43 2,360 1,510 850 
To obtain capital outflow at re- 
quired rate ‘ : . 3:14 2,430 1,760 930 
Assuming terms of trade return 
to 1937 level : 
To obtain zero balance of pay- 
ments. 4-36 1,960 1,300 660 
To obtain capital outflow at 
required rate . . ;‘ 3-96 2,020 1,540 740 

















If the reader assumes that financial severity can be main- 
tained he will pick his position among these four alternatives 
according to his estimate of the need for capital outflow, and of 
the probable course of the terms of trade. If he takes a middle 
view on the terms of trade he will be content that the present rate 
of exchange will serve to secure a zero balance of payments by 
1952, but will depreciate it some 30 or 40 cents if he wishes to 
obtain a capital outflow. 

With the active deflation policy, the exchange is some 25% 
higher throughout and the sterling values of trade, of course, lower. 








Exchange | Imports, | Exports, | Invisibles, 
rate, $. £m. £m. £m. 
To obtain zero balance of pay: 
ments 4-30 1,890 1,210 680 
To obtain capital outflow at re- 
quired rate ‘ . . 3°94 1,930 1,400 740 
Assuming terms of trade return 
to 1937 level : 
To obtain zero balance of pay- 
ments. 5-55 1,550 1,020 530 
To obtain capital outflow at 
required rate . ‘ ° 4-94 1,620 1,240 590 

















In other words, each 1% on wages, if not matched by Ameri- 
can wages, represents 5 cents off the exchange rate. 

Finally, let us consider what is unfortunately the most probable 
contingency, namely, that of financial ease. 

The reader, with a little labour, may work out any alternative 
hypotheses from the above equations, but it does not seem likely 
that events will move outside the range of the alternatives in- 
dicated. 

To qualify for the “ financial severity ” condition there will 
certainly have to be an immense reduction in present rates of 
taxation, which took in 1947 41% of national income at factor 


9 
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cost, as compared with 25% in 1938. Reasons were given in an 
article in Economic JouRNAL, December 1945, for believing that 
when taxation exceeded 25% of the national income it became 
impossible to resist inflationary pressures, and subsequent ex- 
perience seems to have confirmed this generalisation all too fully. 





Exchange | Imports, | Exports, | Invisibles, 
rate, $. m. £m. £m. 





To obtain zero balance of pay- 
ments : : : r 2-75 2,940 1,880 1,060 
To obtain capital outflow at re- 
quired rate : E ; 2-51 3,030 2,200 1,160 


Assuming terms of trade return 
to 1937 level : 

To obtain zero balance of pay- 

ments. . . : 3-50 2,450 1,620 830 

To obtain capital outflow at 

required rate . ‘ : 3-16 2,530 1,940 920 

















Not only is the incentive to real effort greatly weakened on the 
part of all classes; not only does the wage earner demand higher 
wages because of the unaccustomed direct and indirect taxation 
which he now has to bear; in addition the employer paying high 
marginal rates of tax becomes quite indecently willing to grant 
wage increases; and money and resources leak away in bonuses, 
expense accounts, advertising and all manner of ways. 

The burden of the national debt since 1938 has only risen from 
5% to 6% of national income, and there has been no great expansion 
of social services. Subsidies have risen from 1% to 5% of national 
income and appear to be continuously increasing. There has 
been, of course, a marked rise in defence expenditure, but the 
rest of the increase represents the enormously expanded cost of 
public administration. The number of Public Service employees 
rose 700,000 from 1939 to the end of 1947 and is apparently still 
increasing. And only a small proportion of this increase is 
accounted for by teachers, post office or trading services. 

To restore taxation to a bearable proportion of national in- 
come would apparently involve three drastic moves undertaken 
simultaneously : 


1. To extinguish most of the national debt by means of a 
capital levy. 

2. To abolish the subsidies. 

3. To dismiss half a million redundant public employees 
(with a few months’ salary as a bonus, scaled according to 
the difficulty they may experience in finding other work); 
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the whole mass of detailed controls would be abolished, and 
Government intervention in the economic system confined to 
a few strategic points. 


Even if these have been done and the rise in costs checked, an 
exchange somewhere between $3 and $3-50 will be necessary if the 
terms of trade continue to move in favour of agriculture as it is 
expected that they will: or the present exchange rate can be 
maintained on optimistic assumptions about the terms of trade. 
But if the reader cannot foresee a drastic reorganisation of the 
public finances accompanied by a stabilisation of money wages, 
then he had better prepare himself for an exchange rate which we 
may take, as a starting point, at $2-50. He may add 25 cents if 
he will be content with a zero balance and does not think a capital 
outflow is necessary to maintain full employment; up to 70 cents 
according to his optimism about the terms of trade; and raise the 
whole thing proportionately if American money wages go on 
rising, which does not seem too likely. 

It may be that America will oblige by organising a rise in 
money wages on the substantial scale necessary to preserve the 
present exchange rate. But it does not seem likely. The present 
indications are for a flattening out of price of farm products. 
The further movement of the terms of trade towards their equi- 
librium level will probably occur through a decline in the dollar 
price of manufactured goods, as American productivity per man- 
hour goes on steadily climbing, and with an increasing flow of 
manufactured goods coming on to the world market as Western 
Germany, France, Japan and India set out to achieve a balance 
of payments. 

But in any case, the mere stabilisation of food prices in 
America should at least mean that the rate of increase in money 
wages there will be greatly slowed down. 

CoLIn CLARK 

Bureau of Industry, 

Brisbane. 














THE FUTURE OF BANKING IN AUSTRALIA 


Ir is the purpose of this article, first, to discuss the recent 
attempt to nationalise the private trading banks in Australia and, 
second, to examine the relevant economic arguments, which have 
so far been somewhat neglected. In particular, attention should 
be directed to the rather special economic effects, which may 
follow bank nationalisation when undertaken in a federal State 
subject to constitutional limitations upon the power to legislate. 
At the same time, it should not be too readily assumed that the 
present arrangements are ideal. Certain reforms, which it is 
believed would have the effect of further strengthening the 
Australian banking system as a whole, have therefore been 


suggested. 


I 


The present narrative begins in 1945, by which time the 
Commonwealth Bank appeared to have completed its evolution 
as Australia’s central bank. Under the Banking Act of that 
year, certain war-time innovations in the method of credit 
control were given statutory recognition, and the new position 
seemed to have all the characteristics of stability. However, 
this assumption was to be rather rudely disturbed, when the 
Melbourne City Council challenged the constitutional validity of 
Section 48 of the Act in the High Court. This section provided 
that “‘Except with the consent in writing of the Treasurer, a 
bank shall not conduct any banking business for a State or for 
any authority of a State, including a local governing authority,” 
and, by a majority judgment handed down in August 1947, it was 
declared ultra vires the Federal Constitution. The effect of this 
decision was to prohibit the Federal Parliament from requiring 
municipalities to bank exclusively with the Commonwealih Bank. 
Under the Constitution, the Federal Government was empowered 
to legislate for ‘“‘ Banking other than State banking; also State 
banking extending beyond the limits of the State concerned, the 
incorporation of banks, and the issue of paper money.” The 
question was whether Section 48 fell within the terms of this power. 

The Commonwealth had contended that it was now a recognised 
function of a central bank to act as government banker. “‘ The 
extension of this recognised function . . . to the accounts of 











nt 
id, 
ve 


ld 
ay 
ite 
he 


he 
on 


dD. BaeeB @ 


> @ 


a el 


— *- Te to oe 








JUNE 1949] THE FUTURE OF BANKING IN AUSTRALIA 209 





States and authorities of States is within the general theory of 
central banking because Commonwealth and States may now be 
regarded as one government for monetary and public credit 
purposes.” ? But the High Court held (McTiernan, J., dissenting) 
that in this matter the Commonwealth had ignored the com- 
plexities of a Federal Constitution. In the words of Latham, 
C.J., ‘The Commonwealth Parliament had no power to make 
laws with respect to State governmental functions as such, and 
the State Parliaments have no power to make laws with respect 
to Commonwealth governmental functions as such. It is upon 
this ground, in my opinion, that what is called ‘ discriminatory ’ 
legislation may properly be held to be invalid. . . . Similarly, 
Federal legislation, which though referring to a subject of 
Federal power, is really legislation about what is clearly a State 
governmental function may be said to ‘interfere unduly’ with 
that function and therefore to be invalid.” * 

It was the application of these principles which led the Chief 
Justice to the conclusion that Section 48 of the Banking Act 1945 
was invalid. ‘‘ The section requires the consent of the Treasurer 
to the conduct of banking business by a bank only in the case of 
States and State authorities, including local governing authorities. 
It singles out States and State agencies and creates a rule for them 
and for no others. . . . It can fairly be described as being aimed 
at or directed against States—and it none the less falls within this 
disqualifying category because it is also aimed at and directed 
against what are called ‘ private banks.’ On this ground, in my 
opinion, Section 48 is invalid.” * 


II 


It was after this decision that Federal Cabinet decided 
unanimously to nationalise the private trading banks. This 
came as something of a surprise, not merely to the banks and the 
general public, but even to members of the Labour Party itself. 
There were some who suspected that the Prime Minister and 
Treasurer had acted out of sheer pique. There were others who 
saw in this development the consummation of the plans of the 
Party’s left wing, which had never wavered in its belief in 
nationalisation. But, whatever the truth of the matter, it must 
be remembered that nationalisation of the banks had been a 
plank in the Labour Party’s platform from 1921 onwards. More- 


1 (1947) 74 Commonwealth Law Reports (hereinafter referred to as C.L.R.) 31 
at p. 40. 


* Ibid., at p. 61. 3 Ibid., at p. 62. 
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over, in 1947, Labour had a handsome majority in the House of 
Representatives and an assured position in the Senate for some 
years to come, and the Government may well have felt that here 
at last was a good pretext and the Party’s opportunity to carry 
out its declared platform. 

In introducing his Banking Bill to the House of Representatives 
on October 15, 1947, the Prime Minister and Treasurer (Mr. J. B. 
Chifley) pointed out in his second reading speech “‘ the importance 
of money and credit in a modern economic system. Mis- 
management of money,” he added, “has contributed to the 
greatest economic disasters of modern times—booms and slumps, 
mass unemployment, waste of resources, industrial unrest and 
social misery.” To counter this state of affairs, the Labour Party 
had maintained for many years that 


“the entire monetary and banking system should be con- 
trolled by public authorities responsible through the Govern- 
ment and Parliament to the nation. On this principle, the 
Labour Party has held further that, since private banks are 
conducted primarily for profit and therefore follow policies 
which in important respects run counter to the public 
interest, their business should be transferred to public 
ownership.” 1 


Turning to constitutional issues, it was felt at the time it was 
drafted that the Banking Act 1945, including Section 48 of the 
Act, was a law with respect to banking and that Parliament had 
acted within the scope of the powers conferred by Section 51 (xiii) 
of the Constitution. Moreover, Section 48 was regarded by the 
Government as an important part of the legislation. But the 
High Court’s decision “‘ showed that full public control of banking 
as sought under the 1945 legislation could not be secured without 
public ownership of banking. The decision forced the Govern- 
ment to re-examine all the circumstances, constitutional and 
otherwise, surrounding the legislation of 1945. In particular, 
the Government has had to reconsider the constitutional basis of 
Sections 18-22 of the Banking Act, which required the private 
banks to make deposits in special accounts with the Common- 
wealth Bank and also the attitude of the private banks towards 
those sections.” * The case for nationalisation of the private 
trading banks was based almost entirely on the assumption that 
these vital Sections 18-22 were now open to challenge in the 
High Court. 


1 Commonwealth of Australia—Parliamentary Debates, 18th Parliament, 
Jst Session 1946-47 (3rd Period), p. 798. 2 Ibid., at p. 802. 
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In this connection, however, the Prime Minister’s argument 
seems to be based on evidence of trading-bank hostility rather 
than on the High Court judgment itself. It was stated, for 
example, that the private banks had 


“always bitterly resented any attempt to place restrictions 
on their power to create or restrict credit. When the 1945 
Banking Bill was before the House they fought these pro- 
visions with all the means at their disposal. Towards the 
end of 1945, when the bill had become law, they were required 
to transfer their war-time special deposits to the special 
accounts established under the new legislation. . . . The 
private banks, obviously acting in concert and on legal 
advice, made it clear at that time that, while they were 
submitting to the legislation for the time being, they were 
reserving the right to challenge it at a suitable opportunity. 

“This indication of the attitude of the banks assumed 
greater significance when the special account system was 
challenged in the statement of claim made by the Melbourne 
City Council in connexion with the Section 48 case—even 
though eventually the challenge to Sections 18-22 . . . was 
not pressed. It assumed still greater significance when the 
High Court decision on Section 48 made it clear that although 
the Commonwealth Parliament had by the Constitution been 
given power to legislate on banking, nevertheless a law which 
was clearly a law with respect to banking could be held 
invalid on other constitutional considerations.”’ 


The Government 


“ offered to the private banks the opportunity to co-operate 
within a national system of banking, subject to overall 
control by the Commonwealth Bank, as they had, in fact, 
done during the war period. That position was never 
accepted without reservation by the private banks and now 
that the legal foundations of the system have been challenged 
the Government has decided to proceed with its long- 
standing policy of full public ownership.” + 


How much truth was there in the Prime Minister’s contention 
that “ the legal foundations of the system have been challenged ”’ ? 
In his High Court judgment, the Chief Justice had said that, 
although the Commonwealth Parliament had no power to legislate 
with respect to “ the maintenance of full employment in Australia ”’ 
and “the economic prosperity and welfare of the people of 
Australia ” as subjects in themselves, Parliament 

“may exercise the powers which it does possess for the 
purpose of assisting in carrying out a policy which may affect 


*Commonwealth of Australia—Parliamentary Debates, 18th Parliament, 
Ist Session 1946-47 (3rd Period), pp. 802-803. 
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matters which are not directly within its legislative powers. 
. . . There is no legal obstacle to the use of the Common- 
wealth Bank as a means of aiding Government policy with 
respect to employment and economic conditions.” } 


Furthermore, as the Leader of the Federal Opposition (Mr. R. G. 
Menzies) pointed out in his second reading speech, the only effect 
of an attack on Sections 18-22 would have been that the Govern- 
ment would have had to redraft its legislation and enact it in a 
different form.? 


III 


The purpose of the Banking Act 1947 was to empower the 
Commonwealth Bank to take over the banking business conducted 
in Australia by private banks. State banks and savings banks 
were not affected. Two main methods of acquisition were laid 
down in the Act. The first provided for a voluntary or com- 
pulsory acquisition of the Australian business and assets cf the 
private banks, and the second for a compulsory acquisition of 
shares. Where the Commonwealth Bank purchased all or any 
of the shares in a private bank, the price paid was not to be less 
than the market value of those shares in Australia on August 15, 
1947. As a preliminary to acquisition, provision was made for 
the Treasurer, by due notice, to invite the private banks to make 
agreement with the Commonwealth Bank for the transfer of its 
business on a specified date not more than two months later than 
the date of notice, though the Treasurer might extend the 
currency of the notice. 

In order to induce private banks to enter into ‘ voluntary ” 
agreements with the Commonwealth Bank for the acquisition of 
their businesses, a private bank was to be entitled to receive an 
exemption from taxation on the amount paid to it in pursuance 
of the agreement, and the shareholders of the bank were to be 
exempt from taxation on any dividend or distribution which 
directly resulted from the payment received under the agreement. 
These concessions were not to apply in the case of a compulsory 
acquisition. 

For all property or shares of the banks compulsorily acquired, 
‘* fair and reasonable compensation ” was to be paid. This was 
to be determined either by an agreement approved by the 
Treasurer or, failing agreement, the amount payable would be 


« 


1 (1947) 74 C.L.R. 31 at p. 47. 
2 See Commonwealth of Australia—Parliamentary Debates—18th Parliament, 
Ist Session 1946-47 (3rd Period), p. 1286. 
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determined by a Federal Court of Claims, a determination of 
which would be final and conclusive and not subject to appeal 
to the High Court. Compensation would be paid by the Common- 
wealth Bank from its own resources, and payments would be 
made either in cash or Government bonds as desired. 

Mr. Chifley had directed much of his argument against the 
continued existence of private trading banks on the grounds that 
they represented a private monopoly. For this system, he pro- 
posed to substitute a government banking monopoly. He did 
not specifically deny that a system of privately owned trading 
banks, controlled by a strong central bank, might not have some 
advantages, but he felt that these were largely illusory.’ 
Formerly, the private banks had competed mainly on the basis 
of the services which they offered to the public. This doubtless 
resulted in a degree of “ excess capacity,” in that certain branches 
became redundant, but this could have been overcome—as it 
was during the war years—by a policy of “ rationalisation.” 
The important thing, however, was that a bank customer was 
offered a choice of banking facilities and, if he was dissatisfied 
with the service he received at one bank, he could usually transfer 
his account to another. 

In order to counter the effects of limitation of choice of banking 
facilities under nationalisation, the Prime Minister, in his second 
reading speech, promised that a “system of appeal’ would be 
provided, so that a person who considers that he has not had 
reasonable treatment from a local manager will be able to refer 
his case to a regional authority for reconsideration. But there 
was nothing in the legislation to this effect and, in Mr. Menzies’ 
phrase, presumably “it will depend upon a completely un- 
enforceable administrative rule made by the Commonwealth 
Bank.” 2 

Before this legislation could be implemented, however, it was 
challenged in the Australian High Court by the private trading 
banks and the States of Victoria, South Australia and Western 
Australia. Judgment was handed down on August 11, 1948, 
when by a majority decision vital operative sections of the Act 
were declared ultra vires the Federal Constitution, and an 
injunction was granted restraining the authorities concerned from 
taking any further action under those sections of the Act which 
had been declared invalid by the Court. 

1 See Commonwealth of Australia—Parliamentary Debates—18th Parliament, 


Ist Session 1946-47 (3rd Period), pp. 808-809. 
* Ibid., p. 1281. 
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It is not proposed to discuss here the details of this judgment,} 
though the extent to which it turned on Section 92 of the Con- 
stitution (which provides, inter alia, that “‘ trade, commerce and 
intercourse among the States . . . shall be absolutely free ”’) is 
important. By applying Section 92, the four judges concerned 
all held, in effect, that banking was a part of ‘“ trade,” and inter- 
ference with it would therefore contravene the provisions of the 
Constitution. To quote the joint judgment of Rich and Williams, 
JJ.,“*. . . an Act which operates directly to prevent an individual 
ever engaging in interstate trade must be void whether he is at 
the moment engaged in such trade or not,’ ? while Mr. Justice 
Dixon held that ‘a large part of the business of banking, if 
transacted across State lines, involves trade, commerce and 
intercourse among the States.” * Mr. Justice Starke expressed 
similar views.* 

It may be possible to overcome the High Court’s objection 
that the Act failed to meet the requirement of ‘“ the acquisition 
of property on just terms,” as set out in Section 51 (xxxi) of the 
Constitution, but Section 92 would still remain as a stumbling- 
block. No doubt, it was for this reason that the Australian 
Government decided to appeal to the Privy Council. 


IV 


The proposals to nationalise the private trading banks in 
Australia may be attacked on political, legal and economic 
grounds. With political questions, this paper is not concerned 
and the constitutional arguments have been discussed in detail 
elsewhere. But the economic arguments against bank nationalisa- 
tion in Australia have very largely been ignored. An attempt will 
be made to formulate these in what follows. 

First, it may be claimed that nationalisation of the private 
trading banks will have the effect of destroying what could have 
been an efficient system of central banking suited to Australian 
conditions. 

As a direct result of Commonwealth Government action, 
several of the States announced their intention of extending their 
banking activities into the trading field. In three States— 
Victoria, South Australia and Western Australia—non-Labour 
Governments are now in office and they have little sympathy 

1 A competent summary is available in The Banker, September 1948, pp. 149- 
” See The Argus Law Reports, 1948, Vol. 2, p. 195. 

3 [bid., p. 249. 4 Ibid., pp. 201 ff. 
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with the Commonwealth Government’s plans to nationalise the 
private banks. Even in New South Wales, where a Labour 
Government is in power, legislation has been passed to authorise 
the Rural Bank in that State to conduct a general banking 
business and to give it the same status as a trading bank. The 
Rural Bank commenced full operations as a trading bank in 
December 1947, and, immediately, there were numerous applica- 
tions for industrial and commercial accommodation.} 

In Western Australia, also, the Premier said that, if the 
nationalisation plan came into effect, his Government would 
extend the activities of the Western Australian Rural and 
Industrial Bank, which, under amending legislation, would now 
enjoy the same scope as a trading bank.? 

Victoria likewise was planning a new State trading bank. 
For the purpose of giving depositors “a choice of banking 
facilities,” the State Attorney-General announced that the 
Government would definitely create a trading bank to compete with 
the Commonwealth Bank, if the High Court challenges against 
the bank nationalisation legislation failed. This attitude was by 
no means unexpected, because the new Liberal—Country Party 
Coalition Government had only recently won an election on the 
banking issue and had pledged itself to set up a State trading 
bank, if the Commonwealth took over all the private banks.® 

No overt statement of intention to expand the trading activities 
of the existing State Bank of South Australia seems to have been 
made by the Premier of that State, but there could be little doubt 
that South Australia would follow the example of New South 
Wales, Victoria and Western Australia, in the event of the bank 
nationalisation legislation becoming effective. 

However, the general result of Commonwealth action and State 
reaction would have been to destroy—rather than to strengthen— 
central banking control in Australia. After nationalisation, the 
Commonwealth would still not be able to compel State Govern- 
ments to bank with the Commonwealth Bank,’ nor could it 
prevent them from establishing State trading banks in com- 
petition with the Commonwealth Bank. Indeed, by virtually 
forcing the State Governments to act in self-defence and to set 
up their own trading institutions, the Commonwealth would have 
succeeded in replacing an efficient system of private banking under 


1 See Sydney Morning Herald, 23.12.47. 

2 Ibid., 26.11.47 3 Ibid., 13.12.47 

‘ It will be recalled that this was one of the objects of Section 48 of the 
Banking Act 1945 declared invalid by the High Court. 
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strict central bank control by two rival systems of government 
banking in active competition with each other and not necessarily 
in agreement on matters of credit policy, which affect the nation 
as a whole. The folly of the Commonwealth Government’s 
nationalisation policy is revealed at once. 

Second, it can be argued that little was to be achieved by 
nationalisation of the private trading banks that could not have 
been achieved either under the 1945 legislation as it stood, or as 
it could be amended. 

In this connection, it is necessary to consider the scope of the 
Commonwealth Bank’s power to control credit conditions under 
the 1945 legislation. In virtue of its power to require the deposit 
in special accounts with itself of all the “ surplus investible funds ” 
of the trading banks, the central bank was able to exercise full 
control over the quantity of credit which might be made available 
to the community. Except that it could not force trading-bank 
cash holdings below their 1939 levels, the Commonwealth Bank 
had complete freedom to vary their cash base and could treat 
any additional funds as a “surplus” to be frozen in the way 
indicated. On the other hand, in the event of financial stringency, 
the Commonwealth Bank could release funds to the trading banks ! 
and thus encourage increased lending to the public and, if the 
trading banks were not disposed to expand their loans, the 
Commonwealth Bank itself could provide the public with finance 
through its general banking department. By means of this 
control, together with its control over trading-bank holdings of 
Government and industrial securities, the Commonwealth Bank 
could also effectively control the level of trading-bank profits and 
any remaining “surplus” profits could be accounted for by 
increased company taxation. 

Supplementing this power of quantitative control, the 
Commonwealth Bank was specifically empowered by the 1945 
legislation to lay down rules indicating the directions in which 
bank credit should be made available. The only limitation on 
this power was that the directions were to relate to “ classes of 
persons ” and not to individuals. It will be apparent that by 
controlling the direction of lending, the central bank also had an 
effective check on the total amount lent, and both the quantitative 
and qualitative controls could be operated together to preclude 
either an excess or a deficiency of credit in particular sectors of 


1 Indeed, it has already done so. Thus, during the early months of the 
financial year 1947-48, ‘‘ substantial withdrawals were allowed from the banks’ 
Special Accounts to meet the liquidity requirements of the banks.” (Common- 
wealth Bank Annual Report, 8.9.48.) 
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the economy. The quantitative control may have been more 
important in an overall sense, but the power to determine the 
direction of lending was equally essential, if sectional inflations 
were not to lead to relative over-investment in particular 
industries. 

Finally, there was the Commonwealth Bank’s control over the 
terms of lending (interest rates), by means of which the central 
bank could influence the costs of different types of bank lending. 
Although the efficacy of changes in the interest-rate structure as 
an instrument of policy has not always been accepted without 
qualification, a low interest rate certainly operates to encourage 
economic activity, and that is all the Australian Government has 
been concerned to ensure. 

Furthermore, the Treasurer now had the last word in deciding 
monetary policy, and the Government thus had full power under 
the 1945 legislation to determine the amount and the direction of 
credit flows emanating from the private trading banks and, in 
that way, could influence resource flows also. Nor had the loss 
of Section 48 of the Banking Act 1945 materially affected the 
position. Surely, no more could have been expected of a 
nationalised banking system. 

If there was any weakness in the 1945 arrangements, it was 
the direction given by the Government, requiring the central 
bank to compete actively with the trading banks for general 
banking business. This has never been regarded as a central 
banking function and, if the Government wished to operate a 
trading bank, it could have set up a separate institution, to which 
the same rules should have been applied by the central bank as 
were applied to the private banks. Instead of that, a situation 
developed, in which Commonwealth Bank competition for general 
banking business only added to the virulence of inflationary forces 
already operating and, by the middle of 1947, there was evidence 
of a boom in secondary industry which was approaching dangerous 
proportions. For this, the Commonwealth Government itself was 
largely responsible, since the Treasurer overruled the Common- 
wealth Bank, and it was only when the boom had begun to get 
out of hand that he permitted the central bank to impose new 
restrictions on the post-war expansion of credit. In other words, 
if central banking control under the terms of the Banking Act 
1945 had failed} the Government was to blame and not the 


1 For statements to this effect, see W. C. Taylor, ‘‘Labour’s Plan: A 
Financial System for Tomorrow,” Sydney Morning Herald, 30.8.47. Mr. Taylor 
wrote both as a member of the Labour Party and as a Labour appointee to the 
old Commonwealth Bank Board abolished in 1945, 
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trading banks. One is entitled to ask, therefore, whether bank 
nationalisation was likely to prevent such excesses in the future. 

On these grounds, then, it is reasonable to claim that Govern- 
ment financial policy was confused. On the one hand, it was 
proposed to control the trading banks so that they could not 
feed the inflation. On the other, the Commonwealth Bank was 
encouraged to seek new business and thereby add to the inflation- 
ary forces, which the Government had professed its intention to 
curb. 

In point of fact, neither the 1945 arrangements nor nationalisa- 
tion was the optimum solution, since under both there was grave 
danger of an over-issue of credit. The weakness of the 1945 
legislation was its requirement that the Commonwealth 
Bank must compete with the trading banks. Likewise, under 
nationalisation, there was the danger that pressure would be 
applied by Labour Governments to induce the Commonwealth 
Bank to maintain an expansionary monetary policy. It would 
therefore seem that a more appropriate solution would have been 
to transform the Commonwealth Bank into a central bank 
proper with all its existing powers of control and to conduct in a 
separate institution (and under the same conditions as applied to 
the private banks) all the trading functions of the Bank. In 
these circumstances, one could expect that the trading banks 
would gain in their confidence in the Commonwealth Bank and 
would co-operate fully in the implementation of its policy. 

There is also much to be said for returning the management 
of the Bank to a newly constituted Board with freedom of public 
statement, such a Board to combine the technical capacity of the 
present Advisory Council with some representation of the country’s 
major economic interests. 

It was along these lines that the Government might have 
planned to improve the Australian banking system rather than 
by attempting nationalisation. 

J. 8. G. Witson 

London School of Economics. 
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REVIEWS 


The Measurement of Production Movements. By C. F. Carter, 
W. B. Reppaway and Ricnarp Stone. (Cambridge 
University Press, 1948, Pp. vii + 135. 12s. 6d.) 


Tuts is the first in a series of monographs to be issued by the 
Department of Applied Economics at Cambridge. The series has 
made a very auspicious beginning. This monograph gives a 
complete description of the index number of industrial production 
which is prepared monthly by the Department of Applied Econ- 
omics and published in the quarterly Bulletins of the London and 
Cambridge Economic Service. It would be good if all index 
numbers were described as completely, or indeed, constructed as 
carefully within the limits of available data. The book, however, 
is far more than this. It gives an admirable analysis of the prin- 
ciples involved in index-number construction and a disarmingly 
candid account of the difficulties met in the application of these 
principles in the construction of one particular index. In short, 
it is a text-book on index numbers and their construction which 
should be read by all interested in this important subject. Noth- 
ing as good has appeared since Wesley Mitchell’s classic, The 
Making and Using of Index Numbers (U.S. Bureau of Labor 
Statistics, 1921). The two are, indeed, supplementary to a great 
extent, since Wesley Mitchell was primarily concerned with 
price index-numbers, and the present authors with an index of 
volume. 

More than half the book is taken up with the principles of 
index-number construction and their particular application. Too 
much attention has been paid in the past, following Irving Fisher, 
to the question of the best formula for an index. It is refreshing 
to see major emphasis laid here upon the data available in relation 
to the objects of an index. The object may be satisfied first, and 
the data selected to conform; or, from an examination of existing 
data the uses of an index derived from them may be determined. 
In neither case must we assume that appropriate data will appear 
by a wave of the wand. 

The object of an index of production may be either the volume 
of final goods completed by domestic industry, or the amount of 
work done within industry (Ch. 3). An index of the first type 
takes no account, and of the second type complete account, of 
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work in progress throughout the production process. Neither 
object can be attained with existing data. The index actually 
constructed is a compromise, using output at a limited number of 
production stages, 7.e., taking account of some but not of all work 
in progress. In a period like 1946-48, when additions to work in 
progress declined, the actual index is too low as an approximation 
to completions and too high as an approximation to work done. 

The question of the choice of base year is well handled (Ch. 8). 
The distinction is clearly drawn between what I term a change and 
a switch of base. If the base of an index is changed from 1938 to 
1948, for example, then relatives are written on 1948 instead of on 
1938 and the weights are changed from values in 1938 to values in 
1948. The whole index is changed and needs to be recalculated. 
On the other hand, a switch of base is merely a rewriting of the 
series (by straight division through). The weighting is still that 
of 1938, and all that happens is that 1948 instead of 1938 is the 
year written as 100. 

Among other topics fully and lucidly treated, the question of 
selection of indicators (here of output) is considered at length. 
The practical matter is whether to accept a second-rate indicator 
in the absence of a direct one or to drop the item altogether (Chs. 
4and 5). In the latter case, there is the further question of what 
to do with the item’s weight (Ch. 7). Then there is the question, 
particularly important in an index of production, of how far to 
correct for seasonal movements due to the length of the month 
and the incidence of holidays. The index actually constructed 
measures the weekly rate of production, allowing for the length 
of the month, but not for holidays. The alternative index per 
working day is also shown and further elaborated in the Bulletin 
of the London and Cambridge Economic Service, November 1948. 

The main discussion applies to relatively short-run comparisons 
and it is recommended that a change of base should be made every 
few years. Some of the problems of longer-run comparison are 
examined with reference to 1935-46 (Ch. 9). I would have liked 
a little more on this topic, particularly on the questions concerned 
with shifts in the ‘‘ preferences ” of purchasers which may make 
any comparison meaningless (see pp. 71-72). 

The second part of the book sets out the details of the London 
and Cambridge Economic Service index. A very useful appendix 
shows the coverage of the index in relation to the Standard In- 
dustrial Classification recently issued by the Central Statistical 
Office for use in official statistics. There is also a brief survey of 
the historical statistics of industrial production in the U.K. I 
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should have welcomed something on the experience in the U.S., 
an account of production statistics in that country and of the 
Federal Reserve Board’s index of production. The footnote (p. 37) 
which states that the latter index is “largely based on adjusted 
series of man-hours worked” is merely tantalising. This is 
particularly so in view of the fact that, to my knowledge, attempts 
have been made to derive estimates of changes in productivity 
by relating this index to employment. It is, however, ungrateful 
to ask for additions to a book which, though small by number of 
pages, has clearly involved a great deal of labour. 


R. G. D. ALLEN 
London School of Economics. 


The Location of Economic Activity. By E. M. Hoover. (New 
York: McGraw Hill, 1948.- Pp. xv + 310. 22s. 6d.) 


Dr. Hoover has long specialised on problems of Industrial 
Location. His Location Theory and the Shoe and Leather In- 
dustries published in 1937 was a pioneer work in applied economics, 
and he contributed in 1943 to the U.S. National Resources 
Planning Board’s Industrial Location and National Resources. A 
text-book on Location by Hoover is greatly to be welcomed; and 
though the book ranges over a wide field of activity—shopkeeping, 
dry-goods wholesaling, dairying, warehousing, banking, as well as 
industry—it certainly does not outstay its welcome. It is easy 
to read and full of interest, with a judicious admixture of maps, 
plans and diagrams and few statistical tables. 

Location is not treated just as a given situation, a set of 
“preferences and patterns.’”’ Though that is the title of part 
one, the longest part, other parts deal with change and adjustment, 
with the effect of »olitical boundaries, and with objectives and 
public policy. The approach is mainly deductive and, as now 
orthodox, contrasts the pull on the producer’s preference of low 
transport (or “transfer ’’) cost of materials or products to or 
from processing, with the pull of the economies of large-scale pro- 
cessing in one or a few centres. For the United States, Hoover 
can show maps (pp. 33 and 34) exhibiting striking material 
“orientation”’ to avoid transport cost in “ procuring” raw 
materials like the location in the South of the turpentine and rosin, 
and the cotton-seed products industry, as well as strikingly 
scattered market orientation, such as that of bread baking and 
ice manufacture (pp. 37 and 38) to avoid transport to the con- 
sumer. On the whole, however, Hoover is inclined to stress the 
importance of large-scale centres, as such, over against “ orienta- 











222 THE ECONOMIC JOURNAL [JUNE 


tion ’’ near materials or markets for the product. This is certainly 
the correct perspective for a small country like Great Britain with 
narrow climatic range where localisations of industry may thrive 
in concentrated “ conurbations” such as Birmingham and the 
Black Country without any natural advantage in materials. The 
exposition of the problems common to industrial concentrations 
anywhere is particularly well integrated into the general theory 
in chapters on land use competition, location and the labour 
market, and the economic structure of communities. The author, 
while he was at Michigan, clearly made fruitful contact with his 
sociological colleagues interested in urbanism ; and he has incor- 
porated the concept of linkages, of various forms, between 
industries concentrated in the same area, which was (as he 
acknowledges) perhaps first put forward in the P.E.P. report on 
the Location of Industry in Great Britain and which has since been 
developed in the West Midland Group’s Conurbation. 

Dr. Hoover is particularly successful in subordinating hitherto 
isolated factors under general principles. He does not attempt to 
build up conclusions from a comprehensive survey of facts and of 
changes in fact, though such a survey has perhaps become a possi- 
bility in the United States with its historical series of censuses 
distinguishing the distribution in forty-eight standard areas (the 
States) of three hundred and twenty manufacturing industries 
and a hundred and fifty retail trades, not to mention the distri- 
bution of wholesaling, banking and several other economic 
activities. An exception to his deductive approach, is Dr. 
Hoover’s attempt (pp. 82-89) to use official statistics of the 
comparative importance of branch-plant firms in different in- 
dustries, to prove the limitation on size of firms imposed by the 
management factor. His argument is that industries where firms 
with only one plant predominate are industries where manage- 
ment difficulties limit the size of firms. But, surely, the factors 
here concerned are not properly isolated. A firm will have many 
plants in order to tap a scattered material supply which is rela- 
tively costly in transport, not necessarily because management is 
easy. The extreme cases in the census, cited by Hoover, such as 
beet sugar and coke-oven and petroleum products, all come under 
this head. On the other hand, the extreme cases where firms 
have predominantly one plant are industries dealing in light 
products, mainly clothing, where transport cost is negligible and 
there is no point in a firm scattering factories, whether easy to 
manage or not. The original factory may just as well be extended. 
With America in the mood of private enterprise, or possibly 
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just on the turn away from it, it is particularly interesting to 
reach the five last chapters devoted to objectives and public 
policy. Just as in Britain, technical changes have created 
“ problem ” areas in America (well illustrated by maps in Chapter 
11) such as the old cotton belt and the deforested ‘‘ Cutover ” 
region west and south of Lake Superior. Public policies to solve 
the problems of a problem area must, as Hoover argues pro and 
con, either move workers out of the area or jobs into it. If jobs 
are moved in, they must be carefully selected, and Hoover aptly 
quotes recommendations in the survey of Worcester (Eng. not 
Mass.) embodied in County Town, as an example of “ selective 
promotion programmes,” the principles of which are applicable 
elsewhere. 

This book forms such an admirable manual book for students 
prepared to look up sources, that it is unfortunate that the index 
is not more consistent. Several authors referred to in the text are 
omitted altogether, including G. E. McLaughlin, pp. 159 (two foot- 
notes), 161 and 163 (five footnotes), and Professor A. J. Brown 
(p. 187). Other authors have some references to them indexed, 
some not. 

P. SarGaNT FLORENCE 

University of Birmingham. 


The Economics of Disturbance. By Davin McCorp WRicHT. 
(New York and London: Macmillan Company, 1947. Pp. 
viii + 115. 12s. 6d.) 


Tuts is a disturbing book, dedicated to the planners of the 
future by one who believes in a moderate degree of price and 
output stabilisation as a desideratum but who goes to some length 
to show the array of frictions which simple economic adjustments 
entail and the distortions, secular and cyclical, which are bound 
up with changing saving and consumption habits and varying 
investment opportunities. To show the complex adjustments 
inseparable from economic growth is one aim of the book, and 
here the author draws upon the existing body of economic theory 
and attempts a ‘‘ coherent synthesis ” of the possible sources of 
disturbance. The second purpose (addressed to the planners) is to 
demonstrate that such disturbances raise their ugly head in 
capitalist and socialist economies alike and cannot be easily 
eliminated from either system by planning which takes freedom 
of consumer’s choice as a basic tenet. The essence of this sub- 
sidiary thesis can be given in one quotation: ‘‘ No amount of 
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comprehensive ex ante planning, which also wished to give the 
consumer what he wanted when he wanted it, could succeed in 
smoothing out the aggregate demand for investment. Inevitably 
the policy which it would be led to adopt (assuming that a really 
bona fide effort is made to meet the consumer) is the despised 
capitalist policy of compensatory public works, etc. In other 
words the inevitable discontinuities of rapid capitalist growth 
would remain inevitable in rapid socialist growth, but during the 
intervals between bursts, the planners could organise various 
social desires for durable goods to fill in the gap. Compensatory 
policy then is not a mere crutch for a decadent capitalism.” 

There is some truth in this, but it is less than the full story. 
Professor Wright puts up a planner @ outrance who aims at com- 
plete stability and security, and then takes great pains to give him 
a knockout blow. His brand of planning “ attempts merely to 
fill in and prevent severe depressions.”’ This is clearly too vague 
and not very illuminating for policy makers of the post-war 
period, whether they are labouring in O.E.E.C. or in the planning 
bodies of Great Britain. 

The analysis of the process of expansion and adjustment 
begins with a simplified model of a stationary society and is fol- 
lowed, after a digression into the effects of discontinuous and 
continuous rates of savings and into monetary adjustments to 
growth, by a less rigorous analysis of simple expansion (widening) 
shading over into an investigation of disturbances associated with 
deepening innovations and changes in tastes. The book then 
returns to the problems of savings and investment and cyclical 
fluctuations. 

Mere widening is shown to lead to more or less serious frictions. 
“In an expanding society prices marked up, looking forward, 
even though set by the best accounting practice, are not necessarily 
matched by the disbursement of equal current disposable income.” 
This can only be avoided if there is a more or less constant expan- 
sion of bank credit to consumers as well as to producers. Such 
expansion, even without technical changes, will entail a constant 
shift of production methods and hence in factor combinations 
and unforeseeable changes in demand. If the various rates of 
expansion and contraction of different industries do not offset 
one another, a net decline of employment and income will ensue. 
This might be aggravated by changing investment opportunities, 
for there is no spontaneous mechanism which would adjust saving 
habits to the moving limits of investment opportunities. In order 
to achieve greater stabilisation, planners would have to induce 
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rapid fluctuations in saving habits or must seek to smooth out the 
investment demand. 

Frictions and cyclical swings, sudden jumps and gradual 
adjustments are given similar weight in this synthesis of the 
sources of disturbances. The self-righting forces of the system, 
though perhaps working imperfectly and slowly, even when 
changes are gradual and small, are under-emphasised, and in- 
adequate allowance is made for tolerances inherent in any system. 
One wonders, and so does the avthor intermittently, that the 
rapid widening and deepening of the international economy in the 
nineteenth century worked so smoothly when the myriad of 
potential disturbances should have decreed chaos. 

The question why the system worked reasonably well in the 
nineteenth century and creaked badly in the twentieth is not 
squarely faced. The difficult adjustments which, for instance, 
the British economy had to make under the impact of World 
Wars I and II, the disturbances which resulted from short-term 
lending and inter-war trade policies, and the inflationary troubles 
of post-war Europe are by-passed. The demand for a positive 
and regulating economic policy stems from such major disturb- 
ances which therefore would have deserved closer study, just 
because they do not fit easily into the general and simplified 
models of the book. A more empirical theory of the long-run 
changes in industrial development is needed. Professor Wright 
is aware of this need and hopes that others will continue where he 


left. off. 
F. A. BurcHAarRDT 
Institute of Statistics, 


Oxford. 


Interest and Usury. By Brrnarp W. Dempsey. (London: 
Dennis Dobson, 1948. Pp. x + 233. 12s. 6d.) 


“Tus study attempts to compare two distinct schools of 
economic doctrine,” although ‘‘ medieval and modern writers on 
interest apparently have little in common except the subject to 
which they address themselves.”” The medieval writer scanned 
the facts to see what, given such and such conditions, was right 
and just. The modern writer looks at the facts to see what will 
be “ sound policy.” 

The first half of the book expounds the theories of a selection 
of modern economists on interest, Wicksell, Mises, Hayek, 
Schumpeter, Keynes. There follow three chapters on the work 
of three writers, Molina, Lessius and Lugo, who discussed the 
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question of usury in the sixteenth and seventeenth centuries, a 
period “ which faced the beginnings of modern problems with 
traditional analytical devices.” Two final chapters examine the 
applicability of the Scholastic doctrines to modern problems. 

The most valuable part of the book is the clear and concise 
exposition of the late scholastic doctrines. The account of modern 
doctrines is not so satisfactory. The authorities chosen, eminent 
though they are, have their weaknesses. They fail to distinguish 
sufficiently between the long-term and short-term rates of interest 
and between instrumental and working capital. Wicksell, 
indeed, concentrated on working capital and the short-term rate 
of interest, but he never took account of the possibility of varying 
the amount of working capital held without affecting the opera- 
tions of the business as a whole. He devoted his ingenuity to 
explaining how a loss or gain of a small fraction of one per cent 
on the output of a concern could start a substantial movement. 
Father Dempsey accepts Wicksell’s special pleading and is content 
to elaborate his illustrative cases, without raising this important 
question (pp. 17-23). 

Among his representatives of modern theory he has omitted 
Marshall, and it is unfortunate that those chosen are one and all 
open to the criticism that they depart from Marshall’s explanation 
of interest as the marginal yield of instruments of production, and 
identify it with the marginal yield of enterprises. But of course 
when he comes to make comparison with the Scholastics, such 
distinctions can be neglected. 

The Scholastics of the sixteenth century were confronted with 
the fact that a market in the rate of interest had grown up. The 
merchants dealing at Antwerp had brought a money market into 
being. The medieval Church had come to the conclusion that the 
“just price” of a commodity was simply the market price, pro- 
vided there were genuinely free dealing. If the moral problems 
of buying and selling could be settled by a free market, could not 
those of borrowing and lending ? 

To justify the lending merchant in exacting interest, the 
doctrine of lucrum cessans was adduced. The lender was fore- 
going the profit he might have made by using the money. More- 
over, “‘ even if, through the privation of money for a year, there 
is no gain of mine that stops, and no risk of capital, because such 
a price for just causes has been put upon this privation, I may 
demand it just as the rest do” (quoted from Lessius, p. 160). 
Even without the supposition of a market rate of interest, a more 
sweeping doctrine was being put forward: that “a charge may 
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be made for the obligation of not demanding the return of the 
money for a given period ”’ (p. 165). 

Here is a view corresponding closely with Keynes’s that “ the 
rate of interest is the reward for parting with liquidity for a 
specified period ” (quoted on p. 94), but it did not commend itself 
to Father Dempsey’s selected Scholastics. They insisted that 
interest could not be rightly charged unless the lender suffered 
lucrum cessans or damnum emergens, and the need or gain of the 
borrower ought not to be taken into account. That principle, 
which is the negation of the market, Father Dempsey applies to 
the bank which lends by creating credit out of nothing. 

A naive conclusion. He cannot but be aware that banks 
render a costly service to their customers, and that they pay 
interest on a part (sometimes on the whole) of their deposits. To 
forego interest when lending to a needy borrower is an act of 
kindness. To determine the rate charged to a profit-making 
borrower by the circumstances of the lender would introduce 
chaos into business. 

The issue is one of casuistry, the interpretation of a moral 
rule. ‘‘ Murder” is forbidden, but murder is a legal concept; 
there may be innocent or justifiable homicides. Similarly if 
“usury ” is forbidden, we want to know what usury is. Accord- 
ing to Lugo, “ the position was almost universal—the common 
opinion of theologians and canonists—that usury was forbidden 
by the natural law and by this alone ” (p. 165). The only possible 
test of a “‘ natural ” moral law, as distinguished from what claims 
to be revealed, is whether it conduces on the whole to the benefit 


of human society. 
R. G. HAwTREY 
Chatham House, 


London. 


Beperkte Concurrentie. By J. TrnBERGEN. (Capita Selecta der 
Economie I, edited by S. Posthuma). (Leiden: Stenfert 
Kroese, 1946. 9’. Pp. 152. F. 6.50.) 


PROFESSOR TINBERGEN’S slim monograph on Imperfect Com- 
petition is to be judged as an intermediate text-book rather than 
as an original contribution. Nevertheless, a certain amount of 
new ground is broken in an interesting final chapter, where 
elementary econometric tools are applied to test the practical 
significance of the preceding theoretical analysis. 

In the theoretical sections the emphasis is largely on the 
methods made familiar by von Stackleberg in Marktform und 
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Gleichgewicht. Monopoly, duopoly, oligopoly, bilateral monopoly 
and competition are elegantly handled—both in the text and in an 
extensive mathematical appendix, where the average economist’s 
“ little potted calculus ” is put to some very neat uses. Separate 
chapters are devoted to the problems of related markets and to 
the stability conditions in a single market. The latter should 
provide the new-comer to the subject with a useful background 
to modern micro-dynamics. 

In a book of a hundred and fifty pages gaps are inevitable. 
In this instance the two gravest relate to advertising and selling 
costs (which are barely mentioned) and the complete neglect of 
uncertainty. The latter omission is particularly unfortunate. 
For example, it is very often only when regard is paid to the 
uncertainty inherent in any actual market situation that the 
observed stability of some non-competitive prices can be recon- 
ciled at all comfortably with changing costs and shifting demands. 
Dr. Tinbergen is forced to have recourse to such explanations as 
the ‘‘ administrative disadvantages’ (p. 71) of frequent price 
adjustments. This is all very well. But surely there is a little 
more to it? To what extent does oligopoly inevitably stimulate 
non-price competition—small changes in quality, in advertising 
campaigns, in conditions of sale? To what extent are rigid 
prices an essential part of an oligopolist’s optimum overall 
strategy—a strategy designed especially to cope with the changes 
and chances of this fleeting world? These are important 
questions, and the student should be encouraged to ponder them, 
but Dr. Tinbergen does not give him the lead he is entitled to 
expect. 

In the final chapter on the practical significance of the theories 
of imperfect competition a good deal of statistical material 
(relating primarily, but not exclusively, to Holland) is examined. 
For instance, the average ratio of dividends to nominal capital in 
monopolistic industries is shown to be nearly twice as high as in 
competitive ones (p. 121). The criteria used in the classification 
of industries into these two categories are, however, unfortunately 
not revealed. Again, the results of an extremely interesting 
econometric study of the market for wire nails are given (pp. 
107-11). Use is made of the concept of “‘ quota-elasticity of 
substitution.”” Numerous rather low values (i.e., numerically 
less than 3) of this coefficient are obtained. The conclusion is 
reached that the competition between supplies drawn to the 
Dutch market from Belgian, German, French and Dutch factories 
is far from homogeneous—for homogeneity implies that the 
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“ quota-elasticity of substitution”? be infinitely great. The 
average reader is, however, almost certain to be a little puzzled 
by the analysis. He will wonder just how the “ quota-elasticity ” 
differs from the “ usual elasticity ” of substitution. The explan- 
ation given on p. 100 is rather terse; but fortunately Dr. Tinbergen 
has subsequently published a fuller treatment (“Some Measure- 
ments of Elasticities of Substitution,” Review of Economic 
Statistics August 1946, p. 110), and to this the serious student 
should be guided. On the question of whether or not a plausible 
case has been made (pp. 103-4) for omitting income from the 
independent variables in an investigation of this nature, he should 
likewise be guided to Dr. Chang’s recent contribution (‘Tse Chun 
Chang, “A Statistical Note on World Demand for Exports,” 
Review of Economics and Statistics, May 1948, p. 110, footnote 10). 

If the foregoing comments have appeared critical, they should 
not be taken to imply that Beperkte Concurrentie is likely to prove 
an unsatisfactory text-book. Indeed, few will read it altogether 
without profit, for it abounds in shrewd, if scattered, comments 
on the existing state of theory. Dr. Tinbergen has made yet 
another contribution of the quality we have come to associate 
with him. 

J. DE V. GRAAFF 
St. John’s College, 
Cambridge. 


Enterprise First. By W. Watwace. (London: Longmans, 
Green, 1946. Pp. 112. 8s. 6d.) 


Mr. WALLACE writes with the unusual combination of qualifi- 
cations of one who has been an economist, a director of Rowntree 
and a senior official of the Ministry of Food. Thus he can approach 
the problems of the relations of government to industry without 
prejudice and without the preconceptions, born of ignorance of 
the habits of thought and work of the various parties, which 
colour so much of what is published on this question. 

He begins by stating the objectives as he sees them: that 
industry should be owned, organised and operated so as to serve 
the widest interests of the community; that to this end it should 
be conducted at the highest possible level of efficiency; that it 
should offer conditions to all grades of workers as favourable as 
they might enjoy under any other system; that it should offer 
consumers adequate freedom of choice of goods at reasonable 
prices; that it should do this without subsidy and while paying an 
adequate return on capital and an adequate reward for enterprise 
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and risk-bearing; that it should offer full opportunity to ability 
and reasonable personal security and freedom of choice of 
occupation. 

Mr. Wallace goes on to consider how far nationalisation, on the 
one hand, and complete laisser faire, on the other, will secure 
these objectives. He rejects both these solutions: the first, 
because industrial enterprise must, in his view, involve rapid 
decision and devolution of responsibility, accompanied by trust 
of those who can produce results and elimination of those who 
cannot; the second, because, in practice, if not in the theories 
of academic writers, uncontrolled industrial laisser faire is apt to 
degenerate into price understandings, suppression of patents 
and private monopolies. He advocates therefore a middle 
way. 

In the field of economics, the normal aim should be to seek the 
means best calculated to secure efficiency and enterprise. Where 
this involves nationalisation let us not hesitate to adopt it. But 
outside the rather narrow limits within which it is demonstrably 
best, the main task of the State must be to ensure that private 
enterprise does not conflict with public interest. It should be the 
task of the State to safeguard the interests both of producers and 
consumers. For producers it should lay down minimum 
conditions, and to see to the well-being of all classes, not excluding 
“that very limited number in any community who possess 
creative ability, imagination, vision, courage and drive: in brief, 
those who, in fact, under any organisation of society determine 
the level of efficiency and the rate of progress.’’ Consumers must 
be protected against exploitation by laying down minimum 
standards for products, but not by attempting absolute standard- 
isation where progress will be inhibited by it. They must be 
protected against monopoly by strengthening of the legislation 
against it and effective supervision. But the State should not be 
merely negative in its attitude to private industry; it should 
actively encourage enterprise and it should provide the economic 
background of policy, in regard to full employment, the balance 
of payments and similar issues, against which private industry 
should work. 

To enable the State to perform its functions, Mr. Wallace 
advocates a Ministry of Industry to advise industries on general 
policy and to watch restrictive practices. For this work, and for 
work in the nationalised industries, he would like to see the Civil 
Servants with the traditional accomplishments and qualities of 
impartiality and general administrative experience supplemented 
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by a body of industrial Civil Servants with special knowledge and 
experience in industrial affairs. 

The above is a very compressed and bald summary of the ideas 
that Mr. Wallace presents with a considerable wealth of illustration 
from his own war-time experience on the Ministry of Food and 
from other sources. The book was written over a long period 
during the war years, and is only now belatedly reviewed. Many 
of the ideas that he advocates are already in process of fulfilment. 
Others obviously deserve close examination. For, whatever our 
political doctrines, it now seems likely that the United Kingdom 
will live for a good many years to come in the twilight region 
between pure laisser faire and pure socialism. That is the system 
that we have to make work. The issues that Mr. Wallace discusses, 
for instance, of the recruitment and responsibilities of boards of 
nationalised industries are of great immediate urgency. A book 
by anyone of his experience deserves most careful consideration. 

AvustTIn ROBINSON 

Sidney Sussex College, 

Cambridge. 


The Truth about Publishing. By Str Stantey Unwin. (London : 
Allen and Unwin, 1946. Pp. 352. 8s. 6d.) 


THE ordinary teacher of economics finds himself concerned 
with the applications of his trade far more often in the field of 
publishing than in any other. If Charles Babbage—after Malthus, 
the first of our Cambridge economists—was led to his study of 
the Economy of Manufactures by the problems which confronted 
him in the construction of his calculating-engine, it was the 
problems of the publication of his book, and his disputes with the 
booksellers which provided him with material for his arguments. 

Sir Stanley Unwin’s book will, therefore, be read by economists 
with a special interest. It is a new edition, revised and brought 
up to date, of a book, first written in 1926. Alas, in one respect, 
he has not been able to bring it up to date. The prices and costs 
which he uses to illustrate his arguments belong to a past age, and 
are but a fraction of the comparable costs to-day. He writes, 
inevitably and properly, as a publisher. His purpose is to 
persuade authors that publishers, or at any rate good publishers, 
do not make fortunes by exploiting them. Almost all that he has 
to say is good, sensible and true. But I suspect that an author, 
reading his book, will feel that he protests just a little too much. 
Nevertheless, it will do us all good to see ourselves for once 
through the eyes of a publisher who has to take our literary efforts 
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and to make his living by selling them to a world which shows little 
desire to part with its money in exchange for our writings. 

When a reader has finished he will, I suspect, feel sorry not 
only for himself but also for his publisher. But I am sure that 
he will be asking himself whether the division of the proceeds of 
making and selling a book is quite what it should be. The author, 
if he is on a royalty basis, may get 10% or a little more, of what 
the buyer pays. The bookseller will get a third—or not far short of 
it. There are advertising costs and possibly middlemen as well to 
take their share. The publisher gets little more than half the 
published price to cover all the costs of printing and publishing. 
Does this represent a fair division ? Is authorship worth less than 
a third of retail salesmanship per copy ? 

The risks of publishing are great. Errors of judgment about 
the quality of a manuscript, the sales that may be expected, the 
right edition to print may land a publisher in big losses. The 
winners are comparatively few. It is a trade into which many 
enter, many pass out, and few survive. Those few, not only 
because their judgment is better but also because authors have 
learned to trust them. 

This is partly because fixed costs are a very high proportion of 
all costs. For a novel of 95,000 words, printing 1500 copies 
(more than a first novel would be at all likely to sell and more than 
twice the number that a serious academic work would usually 
sell) the fixed costs represent about two thirds of the total costs of 
the publisher. Ifthe book is a failure, or if the price is misjudged, 
only a fraction of this fixed cost may be recovered. The fixed 
cost can, moreover, be greatly increased by excessive corrections. 

To an economist, reading between the lines of Sir Stanley 
Unwin’s book, a number of fascinating questions emerge. Authors 
are always optimists. They almost invariably overestimate the 
potential demand for their intellectual offspring. They almost 
always believe that the demand for their works is far more elastic 
than it really is in these days of libraries. They almost all havea 
childish faith in the efficacy and profitability of advertisement 
—underestimating its expense and overestimating its conse- 
quences. In short (and my own small experience in the world of 
publishing would confirm this) authors almost always strive to 
secure that their books shall be published at prices which will do 
something very much less than maximise their profits, and often 
at prices at which it is rather improbable that author and publisher 
together will break even. 

It is interesting to ask oneself why this should be so. Are all 
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innovators natural optimists? Are prices consistently fixed at 
levels far too low to maximise profits by people who have a simple 
faith in the virtues and saleabilities of their own products? Or is 
it that there is a real conflict of interest between author and 
publisher? Do authors look, in general, to derive the true profits 
of authorship otherwise than from their royalties; by university 
appointments, lecture tours, broadcasting and the like? Or is it 
just that an author’s sense of values is different? That he would 
sooner be a poor writer with a large public than a rich writer with 
a small public ? 

These are speculations far beyond the range of Sir Stanley 
Unwin’s immediate problems. He is, in the main but by no 
means exclusively, concerned with the more mundane problems 
of agreements, American rights, the methods of subscription and 
distribution of books, and with the technical problems of making 
a book. Every author or potential author will read him not only 
with intellectual profit, but almost certainly also with financial 
profit. And how much easier a publisher’s job would be if all 
authors showed as much competence in matters of publishing as 
Sir Stanley shows in the tasks of authorship. 


Austin Rosrinson 
Sidney Sussex College, 


Cambridge. 


British Trade Unionism: Six Studies by P.E.P. (London: 
Political and Economic Planning, 1948. Pp. 184. 15s.) 


THE publication of a full-length report by P.E.P. on British 
Trade Unionism is perhaps itself an indication of the new status 
of the trade-union movement in this ‘country. Some knowledge 
of the views, policy and structure of the trade-union movement 
is now a necessity for anyone wishing to progress beyond the stage 
of first generalisations regarding current economic and political 
issues. Many will no doubt say that this recognition is long over- 
due. Others may suggest that the present interest in these 
problems arises from the shortage of manpower rather than from a 
full recognition of the role to be played by unions in society and 
can point to a somewhat similar concentration for a few brief 
years on the “labour question,” as it was then called, after the 
1914-18 war. Be that as it may, the tide is high, and it is of some 
importance that the opportunities are used to the best advantage. 

No statement on the British trade-union movement can be 
made without some reference to its complexity. From the Webbs 


onwards, every writer has pointed out that the British movement 
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reflects in its present-day structure and policy past incidents, 
personalities, struggles and fears as well as present-day problems. 
And each union has a different past. This is the biggest single 
obstacle to the research worker. The preliminary tour of the 
movement takes so long and the effort to grasp the differences 
between ‘unions is so exhausting that either the enthusiasm 
wanes or the research ends by becoming a general survey, sum- 
marising what exists but saying little very new or penetrating. 
Such summaries, however, providing they are intelligently 
presented and attempt to formulate problems rather than to 
suggest that all is known, can be of very great value to those 
following. These studies by P.E.P. come into this category. 

At the outset of this volume other hopes of some entirely new 
thinking on trade-union questions are raised. Reference is made 
in the preface to the concept that trade unions are not a homo- 
geneous whole but rather comprised of three distinct levels or 
layers, the first level being that of the head office and prominent 
officials, the second that of the branch officials, shop stewards and 
active branch and workshop membership, and the third being the 
comparatively inactive rank and file. The first study on Trade 
Union Structure, with the help of some interesting and ingeniously 
used statistics of branch attendance and of the size of branches 
and biographies of full-time officials, develops this theme in 
some detail. The changing character and qualities of the full- 
time official are discussed, and for the trade-union movement as 
a whole it is suggested that only some 20% of the members are 
active, attending meetings, discussing and voting on policy and 
taking part in the election of officers, the remaining 80% being 
content to pay dues and, except on rare occasions, to accept what 
is done in their name. Further, some evidence is produced to 
show that there is some conflict between each of these three 
levels. These phenomena of an active minority and an inactive 
rank and file, are not, of course, confined to trade unions, but exist 
in practically all democratic institutions. The growth in the size 
of the leading trade unions in the past twenty years, and the 
increase in the influence of trade unions on economic and political 
policy may make pertinent a closer examination of the strati- 
fication in these organisations, and the character and size of trade 
unions make experiment and research possible. 

The suggestions made by P.E.P. are, of course, put forward 
tentatively, and stress is laid on the need for further research. 
Among the many questions to be asked are, for example, the 
changes in the composition of the 20% active members over time, 























1949] P.E.P.: BRITISH TRADE UNIONISM 235 


and the extent to which individual 20 per centers become 80 per 
centers and vice versa. The rate of turnover of membership, 
presumably among the 80%, requires closer examination, and also 
the effect on industrial relations of the doubling of the number 
of active trade unionists in the last ten years which would appear 
to have accompanied the doubling of trade-union membership. 
Further investigation along these lines might yield results which 
would be of value not only to trade unions but to all organisations 
faced with the problem of avoiding bureaucracy and rigidity. It 
would certainly appear from the incomplete data produced in this 
study that the tendency of trade unions in fact, if not in ruling, 
to concentrate policy-making in a few hands while the majority 
of the membership are merely urged to carry out an agreed policy, 
is not only unsatisfactory but can lead to disunity and a weakening 
of trade-union influence. 

The other studies in this volume tend to drop the three-level 
approach and concentrate on providing a general survey of trade- 
union organisations and industrial relations in this country. 
The main headings, which are as follows, indicate the scope: 
The Formal Machinery of Negotiation, The Subjects of Negotia- 
tion, The Organisation and Policy of the Trades Union Congress, 
and the Relations of the Trade Union Movement with the Labour 
Party, with Employers’ Organisations and with the Government, 
and an account of Relations on the Job, dealing with shop stewards 
and joint consultation. The tour is, on the whole, well conducted, 
and the salient features of trade-union organisations and industrial 
relations stand out well, and the use of some history, though a 
little potted and distorted at times, gives a glimpse of perspective. 
Some aspects receive more interesting treatment than others. 
The discussion of wages is very effective, as is the discussion of 
relations between the trade-union movement and the Labour 
Party, but the treatment of other subjects such as apprenticeship, 
the International Labour Organisation and the World Federation 
of Trade Unions is so cursory that nothing would have been lost 
by omission. The report is not entirely factual, and some 
shrewd and apposite comments are made on many issues, but 
occasionally the reader is irritated by little sermons which appear 
to spring from the conviction of the authors rather than from the 
facts given in the text. In the discussion on shop stewards, for 
example, we are told to draw a distinction between those stewards 
who are the mainstay of their union and those who obtain tem- 
porary individual prominence—whatever that may mean. No 
evidence whatsoever is produced as to the existence of these 
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reflects in its present-day structure and policy past incidents, 
personalities, struggles and fears as well as present-day problems. 
And each union has a different past. This is the biggest single 
obstacle to the research worker. The preliminary tour of the 
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Such summaries, however, providing they are intelligently 
presented and attempt to formulate problems rather than to 
suggest that all is known, can be of very great value to those 
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At the outset of this volume other hopes of some entirely new 
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and the extent to which individual 20 per centers become 80 per 
centers and vice versa. The rate of turnover of membership, 
presumably among the 80%, requires closer examination, and also 
the effect on industrial relations of the doubling of the number 
of active trade unionists in the last ten years which would appear 
to have accompanied the doubling of trade-union membership. 
Further investigation along these lines might yield results which 
would be of value not only to trade unions but to all organisations 
faced with the problem of avoiding bureaucracy and rigidity. It 
would certainly appear from the incomplete data produced in this 
study that the tendency of trade unions in fact, if not in ruling, 
to concentrate policy-making in a few hands while the majority 
of the membership are merely urged to carry out an agreed policy, 
is not only unsatisfactory but can lead to disunity and a weakening 
of trade-union influence. 

The other studies in this volume tend to drop the three-level 
approach and concentrate on providing a general survey of trade- 
union organisations and industrial relations in this country. 
The main headings, which are as follows, indicate the scope: 
The Formal Machinery of Negotiation, The Subjects of Negotia- 
tion, The Organisation and Policy of the Trades Union Congress, 
and the Relations of the Trade Union Movement with the Labour 
Party, with Employers’ Organisations and with the Government, 
and an account of Relations on the Job, dealing with shop stewards 
and joint consultation. The tour is, on the whole, well conducted, 
and the salient features of trade-union organisations and industrial 
relations stand out well, and the use of some history, though a 
little potted and distorted at times, gives a glimpse of perspective. 
Some aspects receive more interesting treatment than others. 
The discussion of wages is very effective, as is the discussion of 
relations between the trade-union movement and the Labour 
Party, but the treatment of other subjects such as apprenticeship, 
the International Labour Organisation and the World Federation 
of Trade Unions is so cursory that nothing would have been lost 
by omission. The report is not entirely factual, and some 
shrewd and apposite comments are made on many issues, but 
occasionally the reader is irritated by little sermons which appear 
to spring from the conviction of the authors rather than from the 
facts given in the text. In the discussion on shop stewards, for 
example, we are told to draw a distinction between those stewards 
who are the mainstay of their union and those who obtain tem- 
porary individual prominence—whatever that may mean. No 
evidence whatsoever is produced as to the existence of these 
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two groups beyond an implication that the latter, for some reason, 
are always Communists. 

The last study in the volume pulls together the threads of the 
earlier studies and discusses the present and future problems and 
tasks of the trade-union movement. The limit of thirty pages 
restricts the development of many of the ideas outlined, but taken 
all round this is a competent and useful summary of the 
main questions. To go further, and this is the task presented by 
the volume as a whole, requires some measure of specialisation. 
The pre-war studies on industrial relations and trade unions have, 
by the publication of this and other volumes in the last year or 
so, been brought up to date. Everyone knows that the trade 
unions are facing new tasks and responsibilities. The job to be 
done now is to make a much closer examination, both in relation 
to the past and present, of the many vital issues touched on in 


this volume. 
J. B. JEFFERYS 
National Institute of 
Economic and Social Research, 
London. 


Trade Union Wage Policy. By Artuur M. Ross. (Berkeley and 
Los Angeles: University of California Press, 1948. Pp. 
viii + 133. $3.00.) 


Tuis book claims to deal only with the behaviour of 
American trade unions in recent years, and the author expressly 
disclaims any timeless validity for his judgments. The particular 
influences affecting trade-union organisation and collective bar- 
gaining in the U.S.A. at the present time, to which the author 
draws attention, would, for example, render it extremely hazardous 
to attempt the automatic extension of some of his conclusions to 
the situation as it exists in Britain to-day. 

The real leaders of the British trade-union movement would 
be the last to claim for it that its present structure results in 
complete internal harmony and order, but it offers no parallel to 
the struggles for control of individual trade unions or the dissen- 
sions between central organisations which exist in the U.S.A. 
The British trade-union leader need no longer direct the major 
policy of his union to safeguarding his own position and the very 
existence of his union—as apparently the American trade-union 
leader must—against constant threats from rival leaders, rival 
unions, legislative action and employer opposition. The typical 
wage bargain in Britain covers a larger segment of the economy 
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than is the case in the U.S.A., despite increasing tendency even in 
that country to centralisation of collective bargaining. Nor are 
there in the U.S.A. even the remote glimmerings of a centralised 
trade-union wage-policy such as are beginning to emerge in Britain 
under the guidance of the Trades Union Congress as the result 
of Government exhortation. Moreover, it can hardly be said 
of British trade unions, as the author says of all important 
American trade unions, that their practical wage decisions 
presuppose the indefinite prolongation of capitalistic economic 
organisation. 

Despite such fundamental differences, however, the searching 
analysis of the bases of industrial relations which this book con- 
tains is of far wider interest than would be a mere study of Ameri- 
can trade unions. The author’s main contention is that the con- 
ception of a trade union as a seller of labour attempting to 
maximise some measurable object, such as the wage bill, is highly 
misleading and that the trade union should be regarded rather as 
a political institution which participates in the establishment of 
wage rates. He argues that, while the formal purpose of the trade 
union is to augment the economic welfare of its members, it must 
always have before it a more vital institutional objective— 
survival and growth—and that this will take precedence whenever 
it comes into conflict with the formal purpose. 

In reply to this, however, it might well be argued that survival 
and growth of the trade union can never come into conflict with 
the formal object of augmenting the economic welfare of the 
members, but are the fundamental conditions for its being able 
to achieve that object. If from time to time a trade-union leader 
is “ far-sighted,” if from time to time-a trade union adopts a 
“responsible ” wages policy, and even if the immediate object is, 
by placating employers and public opinion, to ensure survival, the 
ultimate object may still be, by that very survival, to be able to 
strive for the economic welfare of the members. In support of 
his view that the institutional objective will be preferred to the 
formal objective, the author argues too that a trade union will 
prefer to attain higher real wages through higher money wages 
rather than through lower prices, because it is easier for it to claim 
credit for the former method than the latter. Even if this alleged 
preference and the reason for it be true—and there is a good deal 
of evidence in support of the author’s view—and even if such a 
course is less consistent with the economic welfare of the members 
of the trade union in question—although the point is debatable— 
such tactics are surely not inconsistent with the ultimate objective 
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of enhancing the economic welfare of the members, but are rather 
an integral part of it. 

Trade-union wage-policy the author regards as a function of 
Jeadership, in the formulation and execution of which the trade- 
union official must harmonise various pressures emanating from 
‘sources both within and without the union in such a manner as to 
‘contribute most to the survival and growth of the organisation. 
In the process there are the elements of conflict with democracy 
which in a trade union, the author says, “ like competition in the 
product market is universally the object of reverence but is not 
specially enjoyable to those who must reckon with it.”” When to 
press for a wage advance, when to accept a wage reduction, and in 
either case of how much, are not suitable matters for decision of 
rank and file and “ to expect a rank and file determination of 
bargaining strategy is about as plausible as to expect the Govern- 
ment of the United States to conduct its foreign policy through a 
monthly plebiscite of registered voters.” 

Policy-making in a modern trade union, the author suggests, 
is little suited to the methods of primitive democracy. The 
arguments he advances are a valuable contribution towards the 
realisation of this fact. The willing acceptance by the rank and 
file of its full implications is possibly the greatest problem facing 
trade unionism to-day, both here and in America. 

H. 8. KirKALpy 
Queens’ College, 
Cambridge. 


British Block Grants and Central—Local Finance. By R. E. Carson. 
Studies in Historical and Political Science. Vol. LXV, No. 1. 
(Baltimore : Johns Hopkins Press, 1947.) Pp. 222. $2.50. 


Ir must always be very difficult for an outsider to grasp the 
significance and nuances of such intimate features of another 
country as are implied in its central—local fiscal relations, at least 
without extensive personal contacts. Professor Carlson has been 
singularly unlucky in the timing of his study of the British system 
of Exchequer Grants to Local Authorities. The war prevented 
him not merely from making such contacts, but also from obtain- 
ing access to a number of research studies relevant to his subject. 
It also greatly delayed not merely the completion of the work, 
which bears somewhat obvious signs of having been written at 
different periods, but also, it would appear, its publication. In 
spite of the use in the last chapter of an article on derating which 
was published early in 1945, the analysis of the book essentially 
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ends with 1944. Unfortunately for Professor Carlson, almost 
every item in the flood of legislation which has crowded the Statute 
Book since 1945 affects the financial position of Local Authorities 
in some way, while the grant provisions of the Local Government 
Act have turned the subject of his thesis on its head. 

Professor Carlson first traces the development of exchequer 
assistance to local authorities from the Goschen era to the Local 
Government Act of 1929. In this he relies mainly on secondary 
sources (especially Dr. Newcomer’s Central and Local Finance, 
and my own Finance of British Government). There follows a 
chapter on central-local financial relations in the Second World 
War, which is perhaps the best in the book. Professor Carlson 
has worked carefully through the documents, and the whole 
sordid story of A.R.P. grant discussions is set out fully. This is 
succeeded by a chapter on post-war plans for local-government 
reconstruction, in which most weight is given to those of N.A.L.G.O. 
and the Labour Party. Finally, we have an appraisal of the longer 
period effects of the Act of 1929, based largely on the I.M.T.A. 
study of Derating by Atkinson, Abel and Pollard. 

While it is not easy to convict Professor Carlson of actual errors 
of fact, the emphasis not infrequently gives a misleading impres- 
sion. It is somewhat exaggerated, for instance, to refer to the 
modest under-balancing of the budget in 1929-30 as “ huge 
deficits,’ or to regard expenditure on a social service, which over 
60 years has expanded by £120 million, as “ skyrocketing.” 
Again, it is the reverse of the truth to state that since 1890 new 
ad hoc bodies have continually been created to deal with new 
services. The relation of the sparsity weight in the grant formula 
(and its intensification for very sparse areas in the new Local 
Government Act) to the increasing demand for equality in service 
standards is also missed. It is not only highways that cost more 
where population is thin, but every service is necessarily more 
costly per head; children must be transported long distances to 
school, district nurses must have cars, and so on. To take one 
final example, whatever one’s views as to the diseconomies of 
of small- (or large-) scale organisation in local government, it is 
surely misleading to talk of the “ diminutive size ” of any British 
Local Authorities, in view of the process of concentration of ad- 
ministration under county councils and county borough councils, 
which has now been proceeding for a generation. 

The most serious drawback to Professor Carlson’s study, 
however, is of course the absence of any reference to the revolution 
in central-local finance which has taken place since 1945. For the 
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next few years at any rate we are likely to be kept so busy adjust- 
ing ourselves to the new look that we are unlikely to have much 
time to spare for dwelling on the old. 


Oxford. 


Ursus K. Hicks. 


Analysis of Wisconsin Income. By Frank A. Hanna, JOSEPH A. 
PECHMAN and SripNEY M. Lerner. Studies in Income and 
Wealth. Vol.9. (New York: National Bureau of Economic 
Research, 1948. Pp. xviii + 261. $3.50.) 


DurineG the thirties, the Conference on Income and Wealth 
was instrumental in developing a series of projects for the study 
of income in various states of the United States, which have pro- 
vided most valuable data for use as source material in analysis 
of the structure and distribution of income. The studies con- 
tained in the present volume rely on a series of rearrangements 
and re-tabulations of Wisconsin income-tax returns for the years 
1929-36 which were among the projects undertaken. They 
subject the results of these tabulations to a most detailed analysis 
with the purpose of exploring certain structural relationships and 
of testing certain hypotheses as to the behaviour of incomes. 

Anyone familiar with this type of investigation cannot fail to 
be impressed by the intensive methods of analysis used and the 
meticulous care with which these methods are applied, nor to be 
filled with envy for the mechanical aids (such as punch-card 
tabulations) which were available. There is no doubt that, with 
the application of such resources, many stubborn economic 
problems might prove susceptible of solution. 

However, intensive analysis is by no means the sole require- 
ment to reach significant conclusions. In this instance, as in 
much empirical research in the field of economics, difficulties arise 
from the complexity of the factors involved and from the limita- 
tions of the available data. It is for these reasons, and certainly 
not for neglect of any means of attack, that no broad conclusions 
emerge from the studies. As Milton Friedman suggests in his 
very interesting foreword “they answer few questions,” but 
derive their significance “‘ rather from the new questions they raise 
and the supposedly settled questions they reopen.” This is un- 
doubtedly a valid justification for what must have been a very 
laborious research project. It was in the nature of the data that 
no solutions of general applicability could be expected. 

The volume consists of three parts. Part I, by all three 
authors, provides an estimate of aggregate income in Wisconsin 
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and its size distribution by individual recipients during the year 
1936. The intention was to explore the methods available to 
build such an estimate from income-tax, social security and other 
data rather than from family budget studies. The result is a 
masterly example of the techniques which may be employed in 
piecing together data from a variety of sources, but it clearly 
reveals the limitations implicit in such a process. The range of 
error involved is indicated by the fact that the resulting estimate 
of the number of income recipients in 1936 is considerably higher 
than the total number of persons in the labour force in 1940 (as 
reported by the Bureau of the Census), at a time when the level 
of employment was higher. ; 

This raises the question, which is perhaps one of the most 
interesting theoretical points suggested by the study, as to the 
appropriate definition of an income recipient in an analysis of 
income distribution. There can be little argument with Milton 
Friedman’s view that the significant unit for a study of income 
distribution is the family rather than the individual. For pur- 
poses of economic policy or of functional analysis, it is the family 
as a spending unit on which interest centres. It is of little signi- 
ficance, for example, that 23,000 members of school boards in 
Wisconsin received approximately $15 a year each, and, in so far 
as such payments are treated as the sole income of the recipients, 
they tend to produce misleading results from the point of view 
of welfare. The authors are well aware of the disadvantages of 
an income distribution based on individual recipients, but found 
that the data would not enable them to treat the family as the 
unit (p. 20). 

Part II is the work of Joseph A. Pechman. The purpose of 
this section is to investigate the extent to which changes in the 
size distribution of income can be inferred from changes in the 
functional distribution, as represented by changes in the distri- 
bution by type of income payment. Dr. Pechman’s analysis 
suggests that on the basis of present knowledge there is consider- 
able danger in drawing any conclusion as to the effect on personal 
distribution of a change in functional distribution. Dealing with 
wages and salaries, the most important income share, he concludes 
that only if both aggregate income and the share of wages and 
salaries increase, is there even a presumption of a decrease in 
inequality, and vice versa. This conclusion is based on his finding 
that the composition of income at specific income levels tends to 
remain stable over time, a finding which cannot be regarded as 
incontestable, depending as it does on data covering only a pro- 
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portion of income recipients (income-tax filers) over a limited 
period of years. It is a surprising finding for a period which 
extends from the peak of the boom in 1929 to the low point of the 
succeeding depression. 

Part III, by Frank Hanna, deals with the effects upon size 
distribution of lengthening the accounting period. This is an 
interesting point, since the year is obviously an arbitrary period 
of measurement convenient for practical reasons. As would be 
expected, Dr. Hanna finds some tendency for the distribution to 
move towards greater equality as the accounting period is 
lengthened. However, his results are biased to an unknown 
extent by the fact that the investigation covers a sample represent- 
ing only those taxpayers who filed continuously during the seven 
years under study. The movement in the Lorenz curve towards 
greater equality as the accounting period is lengthened has obvious 
implications from the point of view of welfare, particularly in 
comparison between different communities. It is doubtful, how- 
ever, if measures of economic policy could ever take into considera- 
tion an accounting period longer than a year. In countries where 
seasonal fluctuations are of importance, it is even conceivable that 
the possible increase in inequality through shortening the account- 
ing period might be of greater significance in practical policy. 

AGcATHA L. CHAPMAN 
Department of Applied Economics, 


Cambridge. 


Private Investment in a Controlled Economy—Germany 1933-1939. 
By Samvuet Luriz. (New York: Columbia University 
Press (London: Geoffrey Cumberlege), 1947. Pp. xvi + 243. 
16s.) 


Tuat, outside U.S.S.R. and the satellite countries, the major 
industrial economies of the twentieth century will be “ mixed ” 
or “ controlled ” economies, with a bias towards full-employment 
policies, is the belief, or the hope, of most modern economists. 
But, with all respect to the neat and tidy Keynesian models, 
fitted out with automatic compensations, modified income taxes, 
functional finance and the rest, there lurks a fear, too rarely 
expressed, that the control of private investment may yet prove 
the nigger in the wood-pile. How much forrader are we since 
Keynes advocated a somewhat comprehensive socialisation of 
investment ? 

Once we have dissociated ourselves from the ends of Nazi 
economics we are entitled to look, as Professor J. M. Clark puts 
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it in his introduction, at “ some of their skilfully designed mechan- 
isms (which) may prove usable for radically different ends.” 
The reader who, seeing the title of Dr. Lurié’s book, seeks within 
its pages light on this general question will be disappointed. 
It is not that kind of study. Under the narrower title “‘ Private 
investment in Germany 1933-1939 ”’ there would be no cause for 
complaint. 

Dr. Lurié evidently believes in letting the facts speak for them- 
selves, and he has written a useful and scholarly study of private 
investment in pre-war Germany under the Nazis, firmly based 
upon 585 footnotes. Except in his all too brief conclusions, only 
rarely does he allow a personal opinion or a critical judgment to 
illuminate or interrupt the orderly march of events. 

The opening chapters follow the fairly well-trodden paths of 
German economic recovery after 1933, through Work-Creation to 
the rearmament phase. The author points out that in the earlier 
stages of recovery, private investment played a passive role : only 
in 1935 does a positive net balance reappear. He does not give 
figures for public and private investment after 1936, but his 
verbal account accords well with other estimates (e.g., Burton 
Klein, American Economic Review, March 1948). Although 
private investment in industry expanded considerably after 1936, 
public expenditure continued to play a dominant role. The 
recovery took place within a framework of general controls, of 
foreign exchange, of prices and wages and of credit which were not, 
however, used to replace the price mechanism. ‘“‘ While in Nazi 
economics the price mechanism was denied the function of 
automatically regulating the economy its usefulness as a tool of 
conscious and deliberate steering was by no means overlooked.” 

The wage stop was used, not to depress consumption standards 
absolutely, but to prevent too great a rise. In this way a con- 
siderable expansion of total investment was possible before 
inflationary pressures began to require the stricter direct controls 
of the war years. The sources of finance of investment underwent 
a considerable change, which Dr. Lurié thinks was more than the 
result of a large expansion of public expenditure. “ Outside ” 
savings became relatively less important, increasingly firms 
financed expansion out of internal accumulations, partly increased 
by the wage-stop policy. Undistributed profits of corporations 
rose from 0-365% of the national income in 1933 to 4:55% in 
1939: hidden reserves also rose very rapidly. After 1934 the 
combination of dividend limitation with fiscal concessions further 
encouraged the increase in corporate expenditure on new plant. 
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Most of the influence on private investment in this period was 
exerted through the general controls of wages, prices, credit and 
so on, although they were operated with such flexibility as to 
produce on occasion specific results. In addition, mainly in 
connection with the ‘‘ synthetic ’”’ industries, a number of specific 
controls, operating at the level of entrepreneurial decisions, were 
used. The skill with which in some cases these controls reduced 
or even eliminated commercial risks, without destroying all 
incentives to efficiency, is remarkable. On the other hand, it is 
significant that the Nazis disliked direct subsidies and never 
resorted to setting up purely State enterprises; Dr. Lurié makes 
it clear that the specific controls could be and were sometimes used 
to bolster up monopoly positions. 

Although the author’s extreme detachment makes for rather 
heavy reading, he has successfully assembled and presented clearly 
an immense mass of useful and interesting material. It is a pity 
that in his final paragraphs Dr. Lurié has allowed himself to 
repeat the doctrine of growing internal economic strains in the 
Konjunktur which forced the Nazis into war. If Hitler had got 
what he wanted without war, the armaments would doubtless 
have seemed superfluous after all. But in economics bygones are 
bygones, and there is nothing in Dr. Lurié’s study which suggests 
that the Nazis would not have been able to digest their spoils. 

G. D. N. Worswick 
Magdalen College, 
Oxford. 


German Realities. By Gustav Stotper. (New York: Reynal 
and Hitchcock, 1948; and London: Allen and Unwin, 1949. 
Pp. x + 341. $3.75.) 

Tuis is far and away the best study of the German problem 
that has appeared since the war—balanced, imaginative, circum- 
stantial, with all the force and economy of argument that the 
subject requires. A year after the author’s death there is 
astonishingly little that has not fallen out as he anticipated, and 
there has been no great loss of vitality in the long list of myths 
and illusions that he so sedulously exposes. He has proved right 
over Czechoslovakia; right over communications with Berlin, 
long before they found their way into the world’s headlines; right 
about the energies that might soon be released in Germany and 
the limits to the recovery that such a release can permit; and 
right about the course of events in the Eastern Zone, and the pro- 
gressive consolidation of the former Austrian Empire under 
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Russian auspices. One who is so consistently right has estab- 
lished his claim to be read : and this apart from the influence that 
he obviously exerted on American policy during at least the final 
year of his life. 

On the myths and misconceptions, Dr. Stolper plays a lively 
and compelling logic. ‘“‘ No nonsense is so great,” he remarks, 
“that it cannot be built up into a potent political force by the 
sheer psychological magic of endless repetition”; and on no 
subject has there been such damnable iteration and reiteration of 
nonsense as the Ruhr and war potential. At the mere mention 
of the words, the passionate hates and fears of half Europe blaze 
up at once in a line of fire across the path of German recovery. 
Yet what is the truth about the Ruhr? That it was “ the peace 
industries, not the war industries, that gave it its industrial 
significance.” That its contribution to the war machine “ con- 
sisted primarily of heavy artillery and armour plate,” did not 
exceed 25% of the total output of war material, and did not include 
a single aircraft plant or more than one-tenth of the tanks and 
armoured cars. That no other industrial centre is more dependent 
on imported raw materials (and foodstuffs) and more vulnerable 
to blockade. And what is the real truth about war potential ? 
Surely that ‘‘ with the exception of a relatively small sector, no 
distinction between war and peace industry is possible”; and 
that organisation and will to fight convey a far more decisive 
military advantage than so-called “ war potential.” 

In a reasonable world it might have been possible to make 
peace on terms that left a united and self-supporting Germany ; 
and even the much derided Potsdam Agreement paid lip-service 
tosuch terms. But in a reasonable world there would be no wars, 
and consequently no occasion for peacemaking. The problem for 
statesmen at the close of the war, therefore, was what concession 
to make to the folly as well as to the interests of their allies. It 
did not help matters that Mr. Morgenthau and others set a stan- 
dard in folly that made it difficult for Anglo-American statesmen 
to claim any prerogative of wisdom. As Dr. Stolper reminds us, 
it was at Quebec in September, 1944, not at Yalta or Potsdam, 
and it was in the absence of Soviet Russia, that Britain and 
America agreed on the removal of machinery as reparations from 
the metallurgical, chemical and electrical industries of the Ruhr 
although this meant that these industries would necessarily be 
“put out of action, closed down.” 

But if the expert, not the dilettante, had guided policy would 
the result have been so very different? Certainly the experts of 











246 THE ECONOMIC JOURNAL [JUNE 


America and Britain were familiar at the time of Potsdam with 
the gist of Dr. Stolper’s arguments, and many of them shared his 
point of view. But was the question exclusively one for the 
expert? The fact is that there was a real dilemma, given that it 
was worth some effort to secure the agreement of Russia. 

It was obvious long before the war was over that the real 
peacemaking must be between the United States and Russia 
rather than between the Allies and Germany. Without an accord, 
or at least an understanding, between the two major powers, 
Germany was doomed to become a no-man’s land, partitioned, 
garrisoned, the promised victim of another war. Given an under- 
standing, even at the cost of harsh terms for Germany, there was 
at least the prospect of slow but uninterrupted reconstruction, of 
a relaxation or revision of the most offensive clauses agreed upon 
by the victors, and of a united nation at peace with her neighbours 
and secure within her frontiers. Whichever way one turned, 
Germany’s future was dark and grim. But there could be little 
doubt which way, until it was proved a blind alley, had to be 
taken. No Allied statesman could have persuaded his people 
immediately the war was over that his first duty was the recon- 
struction of Germany, that there was no hope of any understanding 
with Russia, and that partition had come to stay. 

How much that really mattered was sacrificed while the 
attempt at understanding was made? The loss of industrial 
output in the Western Zones due to reparations has been insigni- 
ficant; the removal of machinery and plant likely to be needed 
within the next few years could be made good for a few millions of 
pounds. The real damage was in morale; and the confusion of 
policy to which that damage was largely attributable extended 
well beyond reparations and quadripartite disagreements. 

This is not, however, Dr. Stolper’s view. For him the recovery 
of Germany has been delayed for three years by a foolish policy in 
which restrictions on the level of industry have been one of the 
worst features. As for Soviet Russia, “‘ if the Soviet Union ever 
had the intention of establishing a unified Germany .. . it has 
betrayed no sign of it.” A Russian administration in any part 
of the world could not fail to destroy the existing economic system, 
and make reabsorption into any other administration impossible. 
It should have been obvious from the first that quadripartite 
Government would break down and that Russia would “ stand in 
the path of a reasonable or even tolerable organisation of the 
world.” 

This strong anti-Russian bias accounts for one curious mis- 
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statement. Not once but several times, Dr. Stolper says that the 
German armies were “ in full flight and dissolution ”’ at the time of 
Yalta (February 11, 1945) and that American troops could have 
been in Dresden and Berlin “ within hours ” but for orders from 
on high. The truth is that the Allied armies were hundreds of 
miles away and were just recovering from the Ardennes offensive. 
The partition of Germany was not an act of appeasement towards 
Russia in a spirit of self-delusion; it was the almost inevitable 
outcome of the military situation, with slices of territory held by 
invading armies whose leaders were not in full accord with one 
another. 

There are a number of other minor blemishes. One may be 
pardoned for raising an eyebrow at the suggestion, on the authority 
of Keitel, that the French and British armies would have met with 
little resistance had they invaded Germany in September 1939. 
It is possible to agree on the value of competition and yet feel 
some bewilderment over the precise method by which Dr. Stolper 
would have attempted to revive it in, say, coal-mining. Not 
everyone would take so optimistic a view of the responsibilities 
that can be thrust on private enterprise in a country in Germany’s 
condition. The use made of population statistics, however 
refreshing to find them used at all, is also a little extravagant. Is 
it reasonable to belabour the allies for their exaggerated fears of 
Germany in 1945 on the grounds that it is “a pretty safe fore- 
cast” that the population of Germany in 1980 will be less than 
that of France? Even in 1949 one may be pardoned for some 
scepticism both as to the proposition itself and as to the corollary. 
There are other and far better reasons why it was nonsense to fear 
a revival of German strength and aggression as an early or, indeed, 
the principal danger to the peace of Europe. Similarly “ the 
terrific rate of infant mortality ” on which a good deal of stress is 
laid turns out to be very little above the pre-war level and well 
below the level in Poland and other parts of Eastern Europe. 
Again, it may be true that in 1945 two-thirds of the work in the 
Ruhr pits was done by workers over forty years of age, and that 
the normal proportion is about a quarter. But this is no reason 
why one need fear a permanent contraction in the output of coal 
from the Ruhr or suggest that “ within ten years Germany will 
no longer be able to keep the coal-mines at a production level 
anywhere near the pre-war normal.” 

These are trifles. When Dr. Stolper, for all the severity of his 
judgments on Russian, French and American policy, abstains so 
scrupulously from criticism of the part played by Britain (and it 
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has been by no means free from folly), it would be ungenerous and 
unbecoming to express no word of admiration for a work on the 
highest levels of polemic, expressed in language contained yet 
passionate. What it cost its author may be guessed from his 


death within a few days of its completion. 
A. K. CarRncross 


London. 


Berlin Reparations Assignment. By B. U. Ratcurorp and W. D. 
Ross. (Chapel Hill: North Carolina University Press 
(London: Geoffrey Cumberlege), 1947. Pp. xii + 259, 
20s.) 


To anyone who has taken a part, however humble, in a long 
series of international negotations nothing can be so interesting 
as to see those negotiations through the eyes of others who were 
similarly engaged, but in another delegation. The curious 
mixture of close personal intimacy and professional opposition 
leaves one uncertain how far one has penetrated the thought of 
one’s colleagues. Thus, to me at least, this book by two of the 
American representatives on the Level of Industry Committee in 
Berlin in the autumn of 1945 is quite fascinating. 

It will, I think, fascinate others also. For it gives the first 
account from internal sources of the history of reparations, as 
seen through American eyes. It begins with the initial formu- 
lation of ideas not only by F.E.A. but also in the form of the 
Morgenthau Plan. It goes on to the Yalta Conference, the 
Moscow Reparations Commission and the attempt at Potsdam to 
cut through the impasse into which the Commission had drifted 
because the Russian scheme, promised at Yalta, was never, in 
fact, presented. But the book comes to life when it reaches the 
negotiations in Berlin in the months immediately following 
Potsdam, where the authors can write from personal experience 
and with that delightful freedom that is permitted to Americans 
once they are free of official trammels. 

The Level of Industry Committee was not an independent 
body, created to work out a reparations policy. It was given a 
perfectly definite task : to assess within six months the levels of 
industrial capital equipment that must be left in Germany to 
provide her with the means to maintain herself without external 
assistance and to afford “ average living standards not exceeding 
the average of the standards of living of European countries ” 
(defined to mean all Europe other than the U.K. and U.S.S.R.). 
It had, or should have had, a purely technical task, reasonably 
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possible of answer. The broad policies had supposedly been laid 
down at Potsdam. 

In practice, it was not quite so simple. Germany was still in a 
state of chaos. Information about the surviving resources was 
meagre everywhere and virtually non-existant from the Eastern 
Zone. Thestaffs of the various economic bodies were exiguous and 
overworked. Dr. Ratchford himself was doubling the duties of 
economic adviser to the U.S. Military Government and U.S. 
representative on the Technical Staff of Level of Industry Com- 
mittee which did most of the preparatory work and was a very 
full-time job. 

The task was a huge one: to survey the whole field of German 
industry; to establish reasonable estimates of consumption levels 
of Europe as defined at Potsdam (no easy statistical task); to 
reach agreement about the levels of industries providing for 
final consumption; to estimate the import needs of Germany 
consistently with the defined standards; to agree export levels in 
appropriate industries to give a balance of payments; taking 
these levels of industries providing for final consumption, to 
relate the levels of the basic industries to them. Under the very 
best of conditions to carry through such a task would have been 
difficult. To attempt it in the conditions of Berlin in 1945 was a 
nightmare. Statistical material was terribly hard to come by. 
We had a single copy of the German census of production of 1936. 
War-time developments were only inaccurately known. The 
Russian delegation was, over the early part of the period, wholly 
incapable of making any useful contribution, and for lack of 
instructions would frequently fail to turn up at the meetings. The 
French delegation were admirable critics, but unequipped in most 
cases to do the heavy work of preparation. This fell almost 
entirely on the U.S. and U.K. delegations, and Dr. Ratchford 
himself made a great personal contribution. 

His book throws light on all the various stages of the 
negotiations, and one finds set out not only the final agreements 
but the initial proposals also by the various delegations—each, 
of course, working within its own understanding of the Potsdam 
policy. The various issues that emerged become clear. But 
outstanding among these was the steel decision. It is gratifying, 
in view of much that was published in the Press at the time, 
to find it quite clearly recorded here that at each stage of 
the negotiations the British representatives were asking for 
substantially higher and more realistic levels of steel output than 


any other delegation. The authors do not disguise their own 
No. 234—voL. Lrx. Ss 
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disagreement with the figures finally advocated on behalf of 
the U.S.A. 

The story goes on to deal in detail with the submission of the 
four national proposals and their ultimate amalgamation isto a 
quadripartite plan. Anyone who is interested in the actual 
figures and the treatments proposed for specific industries will 
find them set out in full. But I doubt whether it is this detail 
which will most attract the readers of this book. What I believe 
they will learn far better from it is the sort of way that negotiations 
of this kind had to be carried on, the formidable statistical tasks 
that were thrown on to inadequate staffs, and—(dare I say it ?) 
how much better a job the economists would have made of it, had 
it been treated as an economic issue than the politicians made of 


it when it became a political issue. 
AvusTIN ROBINSON 
Sidney Sussex College, 
Cambridge. 


Hunger and History. The influence of hunger on human history. 
By E. ParmMavtere Prentice. (New York: Harper Bros., 
1939. Cheap edition 1948. Pp. 184. 8vo. $1.00.) 


OF all the imperatives of human living, hunger is primary. 
Without food man cannot live, though he may without clothing, 
shelter or heat, if the circumstances are favourable. Nothing can 
overcome the need for food, daily, almost hourly. Mr. Parmalee 
Prentice has taken for his theme the centuries-long struggle of 
mankind to produce and store enough food for his use. 

Only in the last two centuries has this campaign been brought 
to a partly victorious end, and it was precisely in these two cen- 
turies that British effort led the way to a plenitude of food. 
Even when most successful, however, food production has always 
been quite inadequate to provide all the needs of all the peoples 
of the world. Many large populations, like those great aggrega- 
tions of people in the Far East, have been largely under-nourished, 
and in the richer and more developed countries of western Europe 
abundance of food was limited to the well-to-do and the fully 
employed. Numbers of the peoples of these nations were still 
underfed : so in spite of all the efforts mankind has made through- 
out its history the time has yet to come when everyone everywhere 
will be well fed. 

Vast progress has nevertheless been made, and some foods of 
importance like milk, that in former ages were only consumable 
near the place of production, are now distributed evenly amongst 
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whole populations, in Great Britain at any rate. This has only 
become possible because of developments in processing, storage 
and transport. In former ages it was difficult, if not impossible, 
to keep liquid milk because there was no method of cooling directly 
after milking, and only people who kept cows or lived within daily 
reach of a cow-keeper could then enjoy the use of this nutrient. 
Cheese was the remedy, and many people regarded this product 
with doubt as a jingle translated from the French shows only too 


clearly 
No wise man would please 
To eat any cheese 


a point of view that has disappeared because processes have been 
improved and knowledge of nutrition has expanded. In this, as 
in other lines of food production, Britain played its part, but it 
was not till the second half of the nineteenth century and the com- 
pletion of a fair network of railways that a sizable traffic in liquid 
milk could be built up. 

Long before then the “‘ improvers ” of the eighteenth century 
had been pushing forward with the “ improved ” farming systems 
that had been worked out and were rapidly increasing the output 
of the main staples, beef and bread. Britain was not, of course, 
living in isolation even then. Long before the Spanish Armada 
had set out to conquer us, and centuries before that, the country 
had been governed by Norman William, the Bastard and Con- 
queror, with the result that the kingdom was involved in Con- 
tinental wars for five centuries. Much was learned during these 
rather leisurely campaigns, particularly from the Low Countries, 
whose advanced farming had derived from Northern Italy. 

Sir Richard Weston brought the new ideas to England some- 
where about 1650 and by 1750 some progress had been made in 
adopting them. ‘‘ Turnip ” Townshend had publicised that root, 
and many writers had followed Weston in praising both it and 
clover. The Norfolk four-course rotation was in process of being 
worked out, and it produced more forage on which more meat 
could be fed as well as more manure produced to feed the cereal 
crops. Jethro Tull in the early eighteenth century worked out a 
type of seed drill and the modern age of mechanical farming was 
by so much brought to birth, although animal traction was not 
superseded by the steam engine, and only after World War I by 
the farm tractor. 

Round about the middle of the same century the great British 
cattle-breeders got to work, Prinsep, Fowler, Bakewell, the 
Collings brothers, and many others with cattle, and Ellman and 
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his followers with sheep. All this progress was stimulated by the 
needs of the French wars, which lasted from 1792 till 1815, and 
was widely imitated on the Continent, and so far as conditions 
then allowed in America where the great developments of the 
nineteenth century placed vast quantities of food at the disposal 
of mankind. Somewhat similar developments in Australia and 
New Zealand added still more to the store, and improvements in 
transport made these surpluses available all over the world. 

This comparative prosperity, though it was always insufficient 
to provide the total needs of mankind, is not, in Mr. Prentice’s 
opinion, without its dangers. The world has not yet passed be- 
yond its age of need and to a world that has known little of 
abundance, a world that throughout history has lived in want 
and fear, he thinks the idea of permanent abundance may seem 
impossible to realise. The conception of happiness as something 
which should be within the reach of all is not one that will be 
willingly surrendered, although it can be attained only by con- 
scious effort. Human progress can only be measured by the ease 
with which the necessities of life are provided, and it is visibly 
evident that the fundamental necessities, food, clothing, shelter 
and relaxation, can to-day be provided with far more ease than 
was ever possible before. Tinctured as it is with extreme of 
pessimism, a tale of the rise of a tortured humanity from the 
lowest levels of degraded poverty, this book ends upon a note of 
hope. With the powers that humanity has developed, if they 
can be sensibly and effectively used, then the race will be able to 
provide for itself good housekeeping, the first and most important 


of all our needs. 
G. E. FussEetu 


London. 








NOTES AND MEMORANDUM 


A Note On DEFERRED Export CREDITS 


I sHOULD like to examine further the argument put forward by 
Mr. Harvie in the Economic Journat of September 1948, in 
favour of deferred export credits. He desires that they should 
be used to offset purely temporary changes in the terms of trade 
associated with the fact that the supply of the products of un- 
developed countries tends to be inelastic. It is a subject of im- 
portance because such deferred credits have been accumulated as 
sterling balances by some colonies as a result, for example, of the 
sale of cotton and cocoa produced by the native inhabitants. 

Mr. Harvie’s arguments are that in a world boom the terms of 
trade of many undeveloped countries will improve, and he im- 
plicitly assumes that there will in consequence be some favourable 
balance of trade and hence net investment overseas. He argues 
that as the marginal propensity to consume is high the multiplier 
will be large, and income must be inflated greatly to obtain the 
saving necessary to finance the investment. The second part of 
his argument explains that there is a favourable balance of trade 
despite the high marginal propensity to consume because the 
marginal propensity to import is low. 

The argument means that in a world boom the money income 
of producers of goods for export will increase, but because the 
marginal propensity to purchase imports is low they will spend 
most of the increase on local production. In consequence the 
money value of local production for internal consumption will 
rise even more than the money value of export production, so 
producing an internal inflation greater than the inflation of the 
world boom. 

Mr. Harvie seems to explain the sequence of events as the 
natural consequence of improved terms of trade, and he does not 
consider the effects of controls. My impression, as a result of 
experience in East and West Africa, is that the African likes to 
spend a large part of any increase in his income on imports such 
as cotton goods, ironware and bicycles. In a free economy this 
would cause a rise in the demand for imported goods which, 
because the supply is elastic, would lead to increased imports, the 
end of the favourable balance of trade and the cessation of over- 
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seas investment. Thus there would be no multiplier effect 
maintaining an internal inflation. 

This natural check on inflation is, however, often limited by 
controls. Imports arriving by sea can be effectively controlled as 
can the prices at which importers sell. In an undeveloped country 
where demand is in excess of supply at the controlled price it is 
often impossible to make controls effective over subsequent sales, 
and the prices that the ordinary Africans pay are above controlled 
prices. Thus the internal inflation tends to be most marked in 
imported goods, and not least marked as Mr. Harvie’s thesis 
requires. 

I think Mr. Harvie’s problem can be illustrated by the following 
example, summarised in the table below, which makes the arti- 
ficial assumption that future average import and export prices 
are known and also prices in world boom and slump. Further, it 
assumes that quantities of production, exports and imports per 
“year ’”’ do not change and that half the production of the 
undeveloped country is for local consumption and half for export. 


Units of money value (quantities unchanged). 





Average. In boom. In slump. 
Local production . ; R 50 ? ? 
Exports . . ° . 50 70 30 
Total production . ‘ 100 ? ? 
Imports . ° ; , 50 60 40 
Favourable balance , 0 10 —10 


In a world boom there is a favourable balance of 10 units 
because of the improved terms of trade. The balance, however, is 
only temporary, it will be followed by an equivalent unfavourable 
balance, and hence there is justification in taxing the exports in 
boom by 10 units and investing the proceeds overseas, hence 
obtaining the required “ forced ” saving without internal inflation. 
This tax is Mr. Harvie’s “ deferred export credit ” to be returned 
to the export producer in the slump which will follow. I agree 
entirely with Mr. Harvie that in the situation postulated such a 
policy would have advantages. It would have some advantages 
no matter what the marginal propensity to import might happen 
to be. 

The ideal solution seems to require something more than the 
deferred export credit. In a boom the export producers have 
had their money incomes, even after the “‘ tax ’’ referred to above, 
increased by 20%. According to the marginal propensity to 
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consume local produce, the “ local” producers will also have had 
changes in their incomes. Unless the effect is to give them also 
an increase of 20% in their money incomes there will be an 
economic urge to producers to change their production. Such a 
change in production is not desired, because the internal re- 
distribution of income is known to be only temporary. 

The ideal solution therefore requires an export tax in boom, 
not of 10 units, but of 20 units. 10 of the units ought to be saved 
and invested overseas as deferred export credits, and the other 10 
ought to be used to subsidise imports which have risen tem- 
porarily in price because of the world boom. If this is done the 
demand for imports and the distribution of the imports between 
the two types of producer will be unchanged, as will money and 
real incomes. 

In the world slump which follows, the position will be reversed. 
Now imports, instead of being subsidised, will be taxed 10 units, 
whilst the 10 units previously invested overseas will be withdrawn 
and exports will be subsidised by the full 20 units, again leaving 
income and its distribution unchanged. 

It must be stressed that this is a purely theoretical situation. 
it is impossible in any given circumstances to determine whether 
a change in the terms of trade, or in the world price level, will be 
temporary or permanent. One can only use judgment. Further, 
no consideration is given to the possibility of storing supplies and 
only disposing of them when the terms of trade are advantageous. 

An example of how inflation can take place in a country where 
the terms of trade had turned in the country’s favour is the Gold 
Coast in 1947. The official policy was openly proclaimed by 
senior officials, who, being members of the Legislative Council, 
make the announcements of Government policy which in Britain 
would be made by Ministers. 

The economy of the Gold Coast up to and including 1946 was 
sound. The imposition of an income tax in 1944, producing much 
revenue from companies and hence tending to reduce Britain’s 
income from overseas investments, had created budget surpluses. 
There were also surpluses on railway and harbour working and 
reserves accumulated as a result of the marketing of cocoa. All 
these surpluses were invested overseas and so were associated with 
a favourable balance of trade. 

The situation was changing, apparently to the advantage of 
the Gold Coast, for the world price of cocoa increased greatly and 
the terms of trade moved in the country’s favour. It was decided 
to distribute some of the benefits of the increased price to the 
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African producers of cocoa. The price paid to the farmer for a 
60-lb. head-load was raised for the 1946-47 crop from 15s. to 
27s. 6d., and again for the 1947-48 crop to 40s. The Acting 
Colonial Secretary in a broadcast, subsequently published, said on 
September 30, 1947, “In 1945-46 £6} million were paid to the 
farmers for their cocoa. In the 1947-48 season £15 million will 
be paid.”” When considered in relation to total imports of £10 
million in 1945 and £12 million in 1946 it was an enormous increase, 
but it was an increase fully earned by the value of the exports of 
cocoa, and it still allowed large sums to be added to reserves and 
lent to the United Kingdom. It was, however, in effect, a decision 
to increase imports to about £9 million a year above the 1945-46 
level. 

A further factor was that the budget surpluses were getting 
smaller and disappeared altogether in the financial year 1947-48. 
This was largely because of increased incomes paid, first to Euro- 
pean officials, and then to all Africans employed by the Govern- 
ment. It was decided to finance the deficit by using some of the 
balances accumulated overseas. It did not seem, however, to be 
realised that any decline in the amount of budget surpluses and 
any utilisation of accumulated reserves, all invested overseas, 
must make the balance of trade less ‘‘ favourable ” for the Gold 
Coast, and that the appropriate way to do this was to increase 
imports. 

Other factors included a desire on the part of companies whose 
development had been restricted during the war to rehabilitate 
themselves and develop. An effect of this was described by 
African World in October 1948, when it stated : “The face of Accra 
is changing rapidly and beautifully. . . . Almost all the firms are 
making alterations to their factories” (p. 29). This involved at 
least a reduction of remittances of earnings to Europe, and 
possibly direct investments in the Gold Coast from outside. 

Another factor was the increasing number of European staffs 
and their families whose expenditure is very largely upon imported 
goods and who, having accounts with the main stores, tend to get 
privileged treatment, and are able to buy at controlled prices. 

In the midst of these substantial changes in the economy of 
the Gold Coast, Britain had the sterling convertibility crisis of 
August 1947. As a result, presumably, of requests from Britain 
the Gold Coast decided to tighten, rather than relax, restrictions 
on imports. At the opening of the meeting of the Legislative 
Council on September 16, 1947, His Excellency, the Officer 
Administering the Gold Coast, announced the need for a “ rever- 
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sion to an austerity plan for the import programme ”’ in order 
“to save as much as possible in the consumption of imported 
goods.” The Acting Colonial Secretary, in a broadcast on Sep- 
tember 30, announced the further sacrifices to “ help Britain and 
the Empire.” He said, ‘“ Even now there are not nearly enough 
goods in the country, and because of this economic crisis we are 
going to have to reduce them still further.” These speeches were 
published in full in the official Gold Coast Bulletin in September 
and October 1947. 

The decisions to pay more of the proceeds of exports to the 
cocoa growers and to refuse to allow those increased proceeds into 
the Gold Coast were mutua'ly inconsistent. The policy of 
reducing imports was not pursued, and imports were allowed to 
rise, but they were still restricted and did not rise sufficiently. 
The result was that the Africans in the Gold Coast experienced a 
rather crude inflation. The Government by import restriction 
was maintaining a more favourable balance of trade than the 
members of the community with cash resources would willingly 
agree to. The cocoa farmers and Government employees did not 
wish to save their increased incomes and invest them in sterling 
balances. The Government could not reduce the payments to 
cocoa growers whilst world prices remained so high, they did not 
wish to hinder any kind of “ development ” and they postponed 
raising rates of taxes and investing the additional receipts in 
sterling balances 

The inflation produced forced savings which were invested in 
Britain. Increased currency went into circulation, there being 
an increase of £3-7 million, or over 25%, in the last nine months 
of 1947. Increased currency in the United Kingdom is associated 
with increased borrowing by the British Government, and the 
value of the increase can be used for the benefit of the people of 
the United Kingdom. In the Gold Coast the currency is not 
backed by Gold Coast Government debt, but by sterling balances, 
and so currency inflation there is a forced loan, benefiting not the 
Gold Coast, but the United Kingdom. If prices rise there more 
than elsewhere it is forced on the Gold Coast by an undue restric- 
tion of imports. 

When the Gold Coast Government sold investments to meet the 
budget deficit it obtained sterling in exchange. When Gold Coast 
exporters sold exports which were not paid for by imports they 
received sterling or foreign currency. If they received foreign 
currency they exchanged it, as they were required to do, for 
sterling through the exchange control. Both exporters and 
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Government had sterling, but they required West African currency 
to meet their increased local commitments, exporters to the cocoa 
growers and the Government to its employees. Tiere were two 
ways of obtaining the West African currency. They could use the 
sterling to buy imports which could be sold in exchange for West 
African currency. Alternatively, they could obtain the required 
currency from the West African Currency Board in exchange for 
sterling. To avoid inflation the exporters and Government ought 
to have met more of their commitments, not by currency created 
for the purpose by the Currency Board, but by currency obtained 
locally as a result of selling increased commodity imports. 

Considering (in the abstract) the influence of African produc- 
tion of cocoa in the Gold Coast we have all the features described 
by Mr. Harvie as deriving from improved terms of trade in an 
undeveloped country. There is the favourable balance of trade, 
overseas investment, a large multiplier and therefore severe 
internal inflation, together with a small increase in imports in 
relation to the total increase in internal demand. The trouble, 
however, was not brought about naturally by a low marginal 
propensity to import, but because the overseas investment was 
forced upon the community by import restrictions. It was 
associated with increased currency reserves, rather than by a free 
investment of accumulated reserves. 

It is well that there is not really a low marginal propensity to 
import in undeveloped countries or one would be inclined to argue 
persuasively that native inhabitants should never be allowed to 
benefit directly from any permanent improvement in the terms of 
trade, or even from any normal but permanent increase in exports, 
because if they are allowed to do so their high marginal propensity 
to consume and their low marginal propensity to import will make 

‘internal inflation inevitable. (One would argue for increased 
social services and other indirect benefits.) There is, however, no 
reason to assume that improving real standards of living for people 
of undeveloped countries, if associated with an increased value of 
exports, must also be associated with capital exports. 

H. 8S. Booker 
London School of Economics and 
Political Science. 
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Notges On Apam Smitn’s Lisprary Anp THE 
BonaR CATALOGUE 1932 


Some slight revisions appear necessary to the paper written 
by Mr. Claude Jones and published in the Economic History 
SUPPLEMENT to the Economic JourRNAL, February 1940. It is 
with a view to making such revisions, and setting forth additional 
information on some of the Adam Smith books, that the present 
brief report is being written. I wish to express my thanks to 
Dr. G. Heberton Evans, Jr., of the Johns-Hopkins University, 
for the kind assistance given me in the examination of books from 
the library of Adam Smith, now held by the University in the 
Hutzler Collection. 

It is hoped that the explanations given in respect to the 
Condorcet Tracts will afford some scholar an opportunity to clear 
up the mystery of Appendix V in Dr. Bonar’s second edition of 
his catalogue. To facilitate reference, the lists of books, and the 
notes thereon, are divided in five sections, as follows : 


Section 1. Johns-Hopkins (Hutzler) Collection: Listed in 
Bonar. 

Section 2. Johns-Hopkins (Hutzler) Collection : Not Listed. 

Section 3. Johns-Hopkins (Hutzler) Collection : Not Listed 
(Bonar or Jones). 

Section 4. Private Collection: MacGarvey: Listed in 
Bonar. 

Section 5. Private Collection : Hollander: Listed in Bonar. 


SECTION 1 


(Samuel Butler) Hudibras, in three parts; written in Cc, 
the time of the late wars; cor- 
rected and amended. 2 vols., 
3rd edition. London 1772 


Samuel Butler The genuine remains in verse and C. 
prose of Mr. Samuel Butler, author 
of Hudibras. 2 vols. 
London 1759 
(Note : Shown as unlisted, by Jones.) 


John Arbuthnot Tables of antient coins, weights and C. 
measures. 2nd edition 
London 1754 


Blewitt, George An enquiry whether a general prac- Johns- 
tice of virtue tends to the wealth Hopkins 
or poverty, benefit or disadvantage University, 
of a people. London 1725 Baltimore, 

Maryland. 
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Bound together with : 


Law, William Remarks upon a late book, entituled, 
The fable of the bees; or Private 
vices publick benefits. 2nd edi- 
tion. London 1725 


Chalmers, George Political annals of the present united 
colonies, from their settlement to 
the peace of 1763; compiled 
chiefly from records; and author- 
ized often by the insertion of state- 
papers. London 1780 


[JUNE 


Johns- 
Hopkins 
University, 
Baltimore, 
Maryland. 


C. and J. 


(Note : Dr. Bonar lists this book as part of the Japanese collection, 
though the volume was acquired by Mr. Hutzler of Baltimore, prior to 


1932.) 

Académie Royale des Choix des mémoires de |’Académie 
inscriptions et belles royale des inscriptions et belles 
lettres lettres . . . 3 vols. London 1777 

Destouches, Phillippe Oeuvres dramatiques . . . 4 vols. 
Nericault Paris 1757 


de Luc, Jean André Recherches sur les modifications de 
Vatmosphére. 2 vols. 
Geneve 1772 


Shaftsbury (Anthony Characteristics of men, manners, 


Ashley Cooper) opinions, times. Vols. 2 and 3. 
London 1737-8 
Robertson, Wm. The History of Scotland during the 


reigns of Queen Mary, and of King 
James VI. 2 vols. London 1759 


Sibbald, Sir Robert The History, ancient and modern of 
the sherrifdoms of Fife and Kin- 
ross. Edinburgh 1710 


Smith, John Gaelic antiquities, consisting of a 
history of the druids. 
i Edinburgh 1780 


Lysias Orationes graece et latine ex inter- 
pretatione et cum notis Ionnais 
Taylori. Cantabrigiae 1775 
Macpherson, James Fingal, an ancient epic poem in six 


books : together with several other 
poems, composed by Ossian, the 
son of Fingal. London 1762 


Macpherson, James Original papers, containing the secret 
history of Great Britain, from the 
restoration to the accession of the 
house of Hanover. 2 vols. 

London 1775 


Forbonnais, Francois Considérations sur les finances 


Véron Duverger de d’Espagne n.p. n.d. 
Bound together with : 
Forbonnais Réflexions sur la nécessité de com- 


prendre |’étude du commerce et 
des finances dans celle de la 
politique. n.p. n.d. 


C. 


G.T. 


G.T. 


Q.C. 


G.T. 


G.t. 


(Note : These two volumes are listed by Dr. Bonar on page 177, 


under ‘‘ Spain.”’) 
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Trade New and old principles of trade E.U. 
compared: or a treatise on the 
principles of commerce between 
nations, with an appendix. 

London 1788 


Bound together with : 
Turgot, Anne Robert Reflections on the formation and dis- E.U. 


Jacques tribution of wealth. (Trans. from 
the French.) London 1793 


(Note : It would appear that all of Mr. George Turner’s collection, 
with the exception of L’Ordre Naturel of Mercier de la Riviére, were 
acquired by Mr. Hutzler of Baltimore for the Johns-Hopkins University.) 


Burnet, Gilbert 


Bussy, Roger de Ra- 
butin, Comte de 


Brosses, Charles de 


Cliquot de Blervache, 
Simon 


Duclos, Charles Pinot 
Anonymous 


Condorcet, Marie Jean 
Nicolas Caritat, 
Marquis de 


(Note: The following five items are bound together in one volume 


SECTION 2 


Some letters, containing an account 
of what seem’d most remarkable 
in travelling thro’ Switzerland, 
Italy, some parts of Germany, etc, 
in the years 1685 and 1686. 

London 1724 


Histoire amoureuse des Gaules. 
Vols. 1 and 2. 
Paris (Grange) 1754 


Traité de la formation mécanique des 
langues et des principes physiques 
de l’étymologie. 2 vols. 

Paris 1765 


Le réformateur, ou Nouveau projet 
régir les finances, augmenter le 
commerce, la culture des terres 
etc. Nouvelle edition. Paris 1757 


Considérations sur les moeurs de ce 
siécle. Berlin 1751 


The present state of the republick of 
letters. Vol. 12 only.  n.p. 1733 


Essai sur l’application de lanalyse 
& la probabilité de décisions ren- 
dues & la pluralité des voix. 

Paris 1785 


bearing the title ‘‘ Condorcet Tracts ’’ on the spine.) 


Condorcet, Marie Jean 
Nicolas Caritat, 
Marquis de 


1. Examen de cette question: Est-il 
utile de diviser une assemblée 
nationale en plusieurs cham- 
bres ? n.p. n.d. 





(Special Note : On the fly-leaf is written: ‘‘ Mr. Maconochie, Advo- 
cate, 1790” ‘from Dr. Adam Smith,” This does not appear to be in 
Adam Smith’s writing. However, on the verso of the flyleaf, apparently 
in Dr. Adam Smith’s writing, is a complete list of the contents of the 
volume. The front cover of the book, on the inside, has a small gummed 
label reading: ‘‘ Supplied by the Museum Book Store, 45 Museum St., 
London W.C.” 


Same 2. Sur la nécessité de faire ratifier la 
constitution par les citoyens, et 
sur la formation des commu- 
nautés de campagne. 


Paris n.d. 
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Same 3. Lettre . . . & M. le comte Mathieu 
de Montmorency. 
Paris 1789 
Same 4. Seconde Lettre a . . . M. le comte 
Mathieu de Montmorency. 
Paris 1789 


La Harpe, Jean Fran- 5. Eloge de Voltaire. 
cois de Geneve, Paris 1780 
(Note: On top of the title page: ‘‘ Pour M. Adam 
Société Royale dela part del’auteur.’’) 


Great Britain, Treat- Leges marchiarum, or Border Laws. 
ies, etc. . . With a preface, and an ap- 
pendix of charters and records. 

By William, lord bishop of Carlile. 

London 1747 


Harris, James Philological inquiries, in three parts, 
by James Harris. London 1781 


(Holbach, Paul Henri L’antiquité devoilée par ses usages. 

Thiry, baron d’) Vols. 2 and 3. Amsterdam 1766 

Olivet, Pierre Joseph Histoire de l’Académie Francoise 
depuis 1652, jusqu’a 1700. 

Amsterdam 1730 


Ramsay, Allan The ever-green, being a collection of 
Scots poems, wrote by the ingeni- 

ous before 1600. Vol. 2. 
Edinburgh 1761 


(Stanislaus, I. Lesz- La voix libre du citroyen, ou Obser- 
eynski, King of vations sur le gouvernement de 
Poland, 1677—1766) Pologne. 2 vols. 

(Amsterdam) 1749 


Anon. Ecrits pour et contre les immunités 
prétendues par la clergé de France. 
3 vols. La Haye 1751 
Tibullus, Albius ... Carmina. . . Novis curis casti- 


gavit. Chr. S. Heyne. 
Lipsiae 1777 


Sudre and Others L’ Affaire de Calas . . . A collection 
(bound in one) of items by (Sudre); Lavaysse, 
David; Lavaysse, Gaubert ; 
(Loyseau de Mauleon); (Duroux) ; 

(Elie de Beaumont); Mariette. 

Viz: Mémoire pour le Sieur Jean Calas. 
Toulouse n.d. 
Mémoire Justificatif pour . . . Louis 
Calas. Toulouse n.d. 

Réflexions pour les Calas. 

Toulouse n.d. 
Suite par les Calas. Toulouse 1762 
Observations pour... Jean Calas 


oo - te. n.p. 1762 
Trublet, Nicolas, Mémoires pour servir & l’histoire de 
Chas. J. la vie et les ouvrages de M. de 
Fontenelle. Amsterdam 1761 

(Voltaire, Francois La philosophie de l’histoire. 
Marie Arouet de) Amsterdam 1765 
Zenophon . . - Memorabilium Socratis dicto- 


rum ...cum notis integris Ernesti. 
Oxonii 1741 






Smith de la 
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SECTION 3 


(Crawford, David) Memoirs of the affairs of Scotland 
containing a full and impartial 
account of the revolution in that 
kingdom begun in 1567... by 
Her Majesty’s historiographer for 
the kingdom of Scotland. 

London 1706 


Condillac, Etienne Traité des animaux... Par M. 
Bonnot de L’Abbé de Condillac. ... Ona 
joint & cet ouvrage un extrait 

raisonné du Traité des sensations. 

Amsterdam 1755 


SEcTION 4 
Prior Documents, A Collection of interesting, authentic B. 
1764-1775 Papers, relative to the Dispute be- 
(Remembrancer) tween Great Britain and America; 


shewing the Causes and Progress 
of that MISUNDERSTANDING 
from 1764 to 1775: Printed for J. 
Almon. London 1777 
(Note : Contained in a brown cloth slip-case marked ‘‘ Adam Smith’s 
Copy ”’.) 
Stewarts; (George A genealogical history of the family B. 
Crawford) of the Stewarts, from 1304 to the 
year 1710, collected from Public 
Records. To which is prefixed a 
general description of the Shire of 
Renfrew. Edinburgh 1710 


(Note: There are two small notes in what appears to be.Adam 
Smith’s writing, in the index of this volume.) 


SEcTION 5 


Akenside, Mark The poems of Mark Akenside M.D. Cc. 
21-5cm. 492 pages, Calf. 
London 1772 
(Note : The information in respect to this was taken from page 146 
of the catalogue of ‘‘ The Economic Library of Jacob H. Hollander, 
Ph.D.”, and was verified by reference to one of the Trustees charged 
with the sale of this famous library.) 


In conclusion, although it would seem to be without profit 
further to offer conjecture on the mystery surrounding the 
student’s MS. notes (as related by Professor W. R. Scott in 
Appendix V of Dr. Bonar’s catalogue), there appears to be no 
doubt that the ‘‘ Mr. Maconochie, Advocate, 1790,” the recipient 
of the “ Condorcet Tracts,’ was the Lord Meadowbank whose 
son’s signature appears on the front cover of the MS. lectures on 
Justice, Police, etc. It could not have been Alexander Macono- 
chie, who died in 1786, although Adam Smith had encountered 
this gentleman in 1765, when acting as “‘ Commissioner for taking 
Evidence at Toulouse in the Douglas Cause ” (vide W. R. Scott, 
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Adam Smith as Student and Professor, page 259). There is thus 
indicated a possible link between Allan Maconochie, Lord Meadow- 
bank, and Alexander Murray, Lord Henderland (who died the 
same year that Meadowbank ascended the Bench); and offers 
a valid basis for the appearance of the MS. among the Maconochie 
family affects. That the Condorcet Tracts were presented to 
Lord Meadowbank the year of Adam Smith’s death, would argue 
a close bond between the great economist and “‘ Mr. Maconochie, 
Advocate ” or else infer that the latter had served Dr. Smith in 
some manner as to deserve the presentation copy of the collection 
of significant tracts. 

The only other writing of the famous Marquis de Condorcet 
which appears to have been in the Adam Smith Library, his 
** Essai sur l’application de l’analyse . . .,” a presentation copy 
inscribed by the author to Dr. Adam Smith, has also failed to 
be included in the Bonar Catalogue, and has turned up over here 
in Baltimore, in the Hutzler Collection. 

CHARLES J. MacGaRvEy 
Maryland. 





CURRENT TOPICS 


We heartily congratulate our Treasurer, Mr. H. C. B. Mynors, 
on his recent appointment as a Director of the Bank of England. 





We congratulate Mr. F. W. Paish on his appointment to the 
University of London Chair of Economics with special reference 
to Business Finance, tenable at the London School of Economics. 





The following have been appointed to University Lectureships 
in the Faculty of Economics at Cambridge: Mr. N. Kaldor, Mr. 
A. R. Prest, Mr. F. Thistlethwaite. Mr. A. D. Roy has been 
appointed to a Faculty Assistant Lectureship in Statistics. 





The Sir Richard Garton Memorial Prize, announced in the 
Economic JOURNAL of March 1948, has not been awarded, no 
essay having been submitted which in the opinion of the examiners 
reached the required standard. Minor awards from the fund are 
being made to two candidates whose work was judged to show 
merit and promise. 
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The prize of 100 guineas is again offered this year for competi- 
tion for an essay in applied economics. The closing date is 
December 31, 1949. A subject may be chosen from the following : 


(1) The factors determining productivity in a particular 
industry. 

(2) A contribution to the study of the incomes or ex- 
penditure of the middle income groups. 

(3) A quantitative study of habits and channels of 
saving. 

(4) A realistic study of price formation in a particular field. 

(5) Regional variations in wages: their causes and their 
influences on industrial location. 


Other subjects may be considered in particular cases on applica- 
tion. Intending candidates should communicate with the 
Secretary of the National Institute of Economic and Social 
Research, 2 Dean Trench Street, London, S8.W.1, who will inform 
them as to the conditions of the prize and the required standing of 
candidates. 





The following have compounded for life membership of the 
Royal Economic Society :— 


Barbey, E. Malhotra, M. M. Tocatly, A. M. 
Chandra, M. C. Samuelson, Prof.P.A. Tzangrides, N. 
Little, I. M. D. Singh, G. Zabal, E. 


Library Compositions :— 


Cambridge University Union Society. 
Hendon Technical College. 


The following have been admitted to membership of the 
Society :— 


Agranat, L. Beale, Rev. John. Bryan, W. D. 
Ahluwalia, K.S8.B. Bedi, J. K. L. Buchi, J. H. 
Antonio, D. Benario, Dr. M. Burgess, 8. H. G. 
Arredondo, Prof. Bentley, W. F. F. Cammack, E. 

R. M. Bloom, S. 8S. Cassin, R. F. 
Ashworth, R. Borwanker, V. A. Chanda, Prof. M. C. 
Ayyar, 8. A. R. Briscoe, H. A. Chung-Wee, A. C. 
Baker, Prof.H.G. Brookes, A. Chung-Wee, C. R. 
Baumol, W. J. Brooks, D. E. Coleman, D. G. 
Baxter, W. T. Brown, K. L. Cook, A. 
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Cooke, R. C. 
Coulborn, W. A. L. 
Crampton, E. J. 
Crossley, B. 
Darbyshire, B. N. 
Davies, J. H. 
Dawson, A. V. 
Desai, Y. T. 
Despres, Prof. E. 
Dimond, G. 
Doran, G. F. 
Duxbury, A. H. 
Edminster, R. R. 
Edwards, D. S. 
Elsmore, 8. G. 
Evans, E. E. 
Famodu, J. O. 
Fazakerley, T. W. 
Filtness, L. W. H. 
Finlayson, V. A. 
Foley, N. G. 
Foster, Prof. D. L. 
Foster, R. S. 
Fowler, D. 
Franklin, B. 
Fraser, I. G. 
Gallerstein, D. H. 
Garud, S. G. 
Ghosh, K. K. 
Glyn-Jones, R. F. 
Goforth, W. W. 
Goodall, H. A. 
Goode, R. B. 
Greenstein, I. 
Grey, R. Y. 
Gribbin, W. 
Grimes, C. K. 
Gruberg, Dr. V. L. 
Hall, H. F. 
Hamot, H. B. 
Hardman, L. K. 
Harries, D. H. 
Harrison, F. 
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Harrison, F. W. 
Hawkins, L. P. 
Hewitt, E. W. K. 
Hill, R. H. 

Hills, E. G. 

Hirst, G. A. N. 
Hogan, W. T. 
Howard, N. W. 
Howitt, S. R. L. 
Hughes, J. J. 
Jabbar, A. C. A. 
Jackson, R. 
Jacques, D. E. 
Jassawalla, S. P. 
Jennens, J. G. 
Johnson, L. A. H. 
Johnson, W. E. 
Jones, D. R. 
Kaul, M. N, 
Keenan, J. A. C. 
Kennett, Dr. L. 
Killick, S. C. 
Koenigsberger, W. 
Krishnamurthy, P. S. 
Lancaster, Miss T. 
Landau, A. 
Lanphier, H. S. 
Laws, N. J. H. 
Layer, Prof. R. I. 
Lebern, S. A. 
Lee, K. W. 
Lees,-A. W. 
Leng, D. C. P. 
Lipstein, B. 
Little, I. M. D. 
Loftus, P. J. 
Longley, R. 

Low, Mrs. J. B. 
Lutz, J. P. 

Lyle, L. D. 
Lysons, F. A. 
MacKinnon, I. 
Maizels, A. 
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Majumdar, C. 
Mathieson, A. 
Meira-Serantes, Don 
R. 
Meredith, R. G. 
Middlewick, V. T. 
Miles, H. N. 
Moore, T. O. 
Mort, D. A. P. 
Motha, J. R. B. 
Nadarajan, M. 
Odumssu, J. O. 
Opie, J. D. 
Oppenheimer, Dr. 
A.S. 
Osoba, P. J. 
Ota, T. 
Parmar, M. G. 
Partridge, L. A. 
Pearse, G. B. 
Pegler, J. D. H. 
Pickles, M. B. R. 
Pinshow, L. 
Podhorzer, J. 
Poon, K. C. 
Potts, W. B. 
Prest, A. R. 
Rabinowitz, N. 
Radford, J. 
Rajabathor, N. 
Ramaswami, V. K. 
Rao, D. 8S. N. 
Ratchford, Dr. B. U. 
Rates, R. D. 
Riley, R. H. 
Roberts, H. 
Rosen, M. M. 
Ross, Miss R. 
Rudas, A. P. 
Rymill, R. R. 
Samuelson, Prof. 
P. A. 
Sastry, V. R. 
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Satzew, Prof. Dr. M. Stead, G. B. Uhr, Prof. C. G. 
Savage, R. F. Streeten, P. P. Vaines, S. 
Schwarz, K. Stribley, W. M. Van Ooteghem, A. 
Segal, E. H. Sum, T. K. Vaughan, G. C. 
Seshan, M. Sykes, D. Vos, F. I. H. 
Shaida, P. K. Talbot, E. W. Wallace, P. W. 
Sharp, J. Teasdale, M. Weinstock, A. 
Shaw, C. V. Thakker, K. R. Welton, A. G. 
Simmons, Prof. E. C. Thomas, P. 8. Whitman, G. E. 
Singh, A. T. Thompson, J. B. Whyatt, F. 
Smith, C. D. Thweatt, W. O. Wise, T. F. 

Sofer, C. Trias-Fargas, R. Withington, F. C. 
Somaiya, C. D. Tucker, J. T. Yogi, M. V. 
Southam, E. A. Turpin, A. C. Zolotas, Prof. X. 
Speight, H. 


The following have been admitted to Library membership 


of the Society :— 


Atlanta University. 

Austin College. 

Banco do Brazil. 

Bard College. 

Brandeis University. 

British Electrical & Allied Manufacturers’ Association. 
British Institute of Management. 

Chinese Social & Political Association, Peiping. 
Circle for the Science of Science, Krakow. 
Department of External Affairs, Ottawa. 

Economic Cooperation Administration, Washington. 
E. Lee Trinkle Library, Mary Washington College. 
General Motors Overseas Operations, New York. 
Joseph Lucas, Ltd., Birmingham. 
Konjunkturinstitutet, Stockholm. 

Michigan State College. 

Moneys Patents Ltd. 

National Human University. 

National Nankai University. 

Northern Idaho College. 

North Texas State Teachers College. 

Ohio University. 

Rolvaag Memorial Library. 

University of Detroit. 
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Dr. Kalecki has written concerning a point of interpretation 
in the review of Dr. Tsiang’s The Variations of Real Wages and 
Profit Margins in Relation to the Trade Cycle by Mr. T. Wilson 
in the Economic JournaL for September 1948. Mr. Wilson 
attributed to Dr. Kalecki the view that the rise in profit margins 
during the depression was partly due to the overhang of “ care- 
less buying” during the boom. Dr. Kalecki has made no state- 
ment to this effect, and Mr. Wilson agrees that he was not justified 
in supposing that this was implicit in his general discussion. 
According to Dr. Kalecki the ‘‘ Harrod Effect ’’ operated with a 
time-lag during the recovery of the thirties, but he does not say 
that there was a similar time-lag at the onset of the depression. 
Mr. Wilson had deduced that since the change in consumers’ 
habits is held to be slow at one turning point, there will also be 
a hang-over, according to Dr. Kalecki’s theory, at the other 
turning point. 





The Royal Economic Society would be glad to obtain returned 
copies of certain recent issues : those for September and December, 
1947, and March, June and September, 1948. Any member who 
may care to return copies in good condition to the Assistant 
Secretary, 6 Humberstone Road, Cambridge, will be paid 3s. 6d. 
for each issue. No other issues than those shown above are 
required or will be purchased. 





The Secretary has been approached recently by several bodies 
of students, chiefly on the continent of Europe, who would like 
to acquire copies of the Economic JournaL but cannot afford 
to pay the full subscription. Would any subscriber who would 
be prepared to send on a copy of the Economic Journal after 
an interval, please inform the Secretary at the Marshall Library, 
Downing Street, Cambridge ? 





























RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Royal Statistical Society. 


Vou. CXI, Part I, 1948. On the Financial Position of the Society: 
D. Heron. Proceedings of a Special General Meeting of the Society held on 
20th November, 1947. The Collection of Morbidity Data from Hospitals: 
H. Corron. On the Distribution in Time of the Births in Successive 
Generations: P. H. Lestiz. A New Regression Analyser: G. H. 
ORcUTT. 

Vou. CXI, Parr II, 1948. Cost of Living Subsidies: J. H. Jones. The 
Fire Census and Technical Field Intelligence Work of the Joint Fire Re- 
search Organization : J. Wattace. United Kingdom Merchant Shipping 
Statistics: M. G. Kenpatt. Working Class Clothing Consumption, 
1937-1938 : Mrs. K. H. Ross. 


Oxford Economic Papers (New Series). 

Vout. I, No. 1, January 1949. The Function of Exchange Rates: Str 
Husert HENDERSON. Notes on Britain’s Bargaining Power: G. D. A. 
MacDovueatyt. Programmes and Allocations in the Planned Economy : 
T. Witson. A Reconsideration of the Theory of the Individual Business : 
P. W. S. AnpREws. A Reformulation of the Theory of Consumers’ 
Behaviour: I. M. D. Lirttr. The Nature of Interest Rates: G. L. 8. 
SHACKLE. Types of Competition and the Theory of Employment : 


B. R. WILuIAMs. 
The Political Quarterly. 


JANUARY—MarcH 1949. Domestic Record of the Labour Government : 
D.G.Macrar. Next Steps in Domestic Economic Policy : J. E. MEADE. 
Voluntary Action: T. H. Marsnatt. A View of Whitehall: 
PENSIONER. After the American Elections: N. MACKENZIE. Federal 
Constitutions and Social Planning: W. FRIEDMANN. T'rade Unions and 
Trade Unionists in Britain today: G.D.H. Cote. Democracy in Town 
and Country Planning : Monica FEttTon. 


The Economic History Review. 


Seconp Series, Vou. I, No. 1, 1948. The Birmingham Economists, 
1815-1850 : 8. G. CHecKkitanp. The Discovery of China Clay: N.J.G. 
Pounps. Ridge and Furrow and the Open Fields : M. W. BERESFORD. 
The Chamber of London in 1633: M. C. WREN. Conjoint-Tenants and 
Tacksmen in the Isle of Lewis, 1715-26: A. GeppEs. Recent French 
Writings in the Social and Economic History of Modern France : 
P. LEUILLIOT. 

Population Studies. 

DECEMBER 1948. Family Allowances in Belgium: E. Susswetn. The 
Longevity of Jews in Canada, 1940-1942 : M. Srrrcetman. The Estima- 
tion of Total Family Size of Occupation Groups from the Distribution of 
Births by Order and Duration of Marriage: J. Hasnau. Population 
Statistics and Population Registration in Norway. Part 2: Jute E. 
Backer. A Sample Survey of the African Population of Southern 
Rhodesia: J. R. H. SHavut and C. A. L. Myspureu. Some Comments on 
Mr. K rmel’s Paper ‘‘ The Relations between Male and Female Reproduc- 
tion R es”: J. Hasnat. A Rejoinder: P. H. Karmer. A Note on 
some Vital Statistics of a Primitive Peasant Community in Sierra Leone : 
R. D. Harpine. 

The Sociological Review. 

Vou. XL, Section 1, 1948. Some Conceptions of Liberty : G. P. Goocn. 

Vou. XL, SecTion 2, 1948. On the Nature of Value: B. ANSTEY. 

VoL. XL, Section 3, 1948. Community Integration and the Community 

Centres : P. Hatmos. 
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Vout. XL, Section 4, 1948. The Mende Farming Household: K. L. 
LITTLE. 

Vou. XL, Secrion 5, 1948. The Nature of an Organic Society : the concept 
of the ** assessment group”: G. R. Taytor. 

Vou. XL, Szcrion 6, 1948. Social Change in Modern China: Hstao- 


Tune Fer. 
Vou. XL, SzecTION 7, 1948. Psycho-social Forces: their nature and their 


interaction : M. MACKENZIE. 


International Affairs. 

JANUARY 1949. The European Recovery Programme in Operation: T. K. 
FINLETTER. French Views on European Union: R. Courtin. A 
Survey of Economic Problems in China: A. E.Marxer. India’s Foreign 
Policy: A. Appaporal. The Ex-Italian Colonies: F. E. Sta¥rrorp, 
Civil Aviation ; iniernational questions outstanding: I. THomas. The 
Work of the International Refugee Organization : Str ARTHUR RUCKER. 


The Eugenics Review. 

JANUARY 1949. Byrom Stanley Bramwell, 1877-1948. The Eugenics of 
the Utopians: P. BuioomrFIELp. Legal and Social Implications of 
Artificial Insemination : C. BINNEY. Sterilization and Social Welfare : 
Moya WoopsIDE. 


Accounting Research. (Published for the Incorporated Accountants’ 
Research Committee.) 

Vou. I, No. 1. The Presentation of the Central Government Accounts : 
F. S—wett Bray and RicHarp Stone. Accounting Research: G. O. 
May. ‘“ Fifty Years”: F.R.M.pE Pauta. The Nature of Income and 
Capital: F. Srewrett Bray. The Use of Departmental Accounts, in 
particular as a guide to the allocation of floor-space: E. B. PAatMer. 
Replacement Costs—an economist’s view: L. T. LirT1e. 


Bulletin of the Oxford University Institute of Statistics. 
JANUARY 1949. Is: there Bias in the Interim Index of Retail Prices? : D. 
Seers. Nutrition at Low Cost: T. Scuutz. 


London and Cambridge Economic Service. 
Vout. XXVII, Butietin. Fresruary 1949. United Kingdom. World 
Commodity Survey. Statistical Tables U.K. 


The Banker. 
JANUARY 1949. Hurope’s Four-Year Plans. Return to Monetary Policy ? 
Fresruary 1949. The Banks in 1948. Sterling for Europe. Bankers and 
Disinflation. Western Germany Revives : J. MIDGLEY. 
Marcu 1949. The Future of the Stock Exchanges. Tue Eprror, T. R. 
MacurirE, H. Cowen H. Wincort, D. Sacus and A. G. ELLINGER. 
The Chances of French Recovery : C. R. HARGROVE. 


The Banker’s Magazine. 
DEcEMBER 1948. Monetary Reconstruction. Profit in Trust Business : 
D. Patuster. Seasonable History: W. RIDLEY. 
JaNuARY 1949. The Road Uphill. The Banking Year. Of Minds and 
Men. 
Fespruary 1949. Lord Catto Retires. Germany Revisited Autumn, 1948. 
Town and Country Planning Act, 1947: D. J. Matin. 
Marcu 1949. Sterling Convertibility : Str Crecm Kiscx. Iris) Banking 
in 1948. 
Barclays Bank Review. 


Fresruary 1949. The Need for Economy. Canada’s Future. 


District Bank Review. 


Marcy 1949. Whither Prices? : W.A. Lewis. The Mobility of Labour: 
W. Hacensucn. Economic Change in the North-West. 
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Midland Bank Review. 


FEBRUARY 1949. Question-mark over the Dollar: United States monetary 
conditions. The Evolution of Exchange Control in the United Kingdom, 
1939-49. 

National Provincial Bank Review. 


Fesruary 1949. The Future of Europe: Str Durr Cooper. Priorities 
in Tax Relief: H.G. Hopper. Plus ga change. 


Westminster Bank Review. 


Fespruary 1949. Feeding the World’s Peoples: L. Dupitry Stamp. 
The Chairman’s Statement. Facts about Sugar. The Organization of 
Marshall Aid. Mechanization in Agriculture. 


Planning. 


Vout. XV, No. 292. The Machine Tool Industry. 

Vout. XV, No. 293. The Assessment of Housing Needs. 

Vou. XV, No. 294. Agricultural Executives. 

Vou. XV, No. 295. The Motor Industry, II. Commercial Vehicles. 


Progress. 


Vot. 40, No. 221. Pioneers in East Africa: A. Hurp. Mental Health in 
Industry: G. R. HarGreaves. West African Middleman: RicHENDA 
Scorr. Television Boom: H. Tuomas. Four Centuries of Anglo-Dutch 
Relations : CHARLES WILSON. 


Town and Country Planning. 


Vor. XVI, No. 63. Economic Background to Town Planning: A. E. 
Tetiinc. The Chester Redevelopment Plan: 8S. Moornouse. Future 
of Agriculture : H. E. SEaton. 

Vout. XVI, No. 64. Winter, 1948-9. Around the Netherlands: F. J. 
Ossporn. Crawley New Town: A. Mtinoprio. Dispersal and/or Big 
Cities : R. Smncuarr. 


Planning Outlook. (The Journal of the School of Town and Country 
Planning, King’s College, Newcastle-wpon-Tyne.) 

Vout. 1, No. 1. Juny 1948. After Geddes: T. Frnptay Lyon. Man 
Proposes: G.H.J.Daysu. Towardsan Urban Landscape : B. Hackett. 
Planning Legislation: J. CHaRLESwoRTH. Planning for Delight: B. 
ALLSOPP. 


The United Africa Company Limited Statistical and Economic Review. 


No. 2. SEPTEMBER 1948. What Cocoa means to the Economy of the Gold 
Coast. Statistics. The Company's River Fleet and Port, Nigeria. 


B.I.M. Management Abstracts. (The British Institute of Management.) 


Vou. I, No. 1. SrpremMBer 1948. General Management and Organization. 
Works Management. Personnel and Welfare. Financial Management. 
Distribution. Supplies. Transport. Statistics. Public Administration. 
Education and Training. 

Vou. I, No.2. Ocroser 1948. Similar information. 

Vou. I, No. 3. NovemBer 1948. Similar information. 


The Canadian Journal of Economics and Political Science. 


NoveMBER 1948. Freight Rates and Regionalism: A. W. Curriz. Some 
Aspects of Recent Freight Rate Discussions: R. E. Morrat. Some 
Aspects of the Treatment of Time in Economic Theory: W. C. Hoop. 
Problems in Census Taking: O. A. Lemtrux. Some Aspects of Rural 
Municipal Finance: A. Stewart and E. J. Hanson. The Municipal 
Business Tax in Canada: R. M. CuarK. Professor Samuelson on 

Foundations of Economic Analysis : M. W. REDER. 
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FresBruary 1949. The Use of Sampling Procedures and Role Theory in 
Sociological Research: O. Hatn. The Economics of Low-Rent Housing : 
L. C. Manso. The Development of National Accounts in Canada: S. A. 
GotpBERG. Industrial Relations Research and Social Theory : C. W. M. 
Hart. Electoral Corruption and Controverted Elections: N. Warp. 
Administration and Primitive Economy : H. B. HawrTHorN. 


The Economic Record. 


DECEMBER 1949. Towards a Dynamic Economics : B. Hieatns. Professor 
Jewkes and the Alternative to Planning: D. B. Coptanp. Building 
Industry Statistics: J. M. Hamitton and J. M. Wark. Australian 
Tariffs and Imperial Control: J. A. La Nauze. Financial Systems in 
Federations: G. L. Woop. The Australian Coal Industry: F. R. E. 
MAULDON. 

The South African Journal of Economics. 

SEPTEMBER 1948. The Coal Industry in the Union of South Africa: P.E. 
Hat. Native Urban Employment : SHeira T. V.D. Horst. Limiting 
Factors in World Development, or what is possible? : Str Haroup 
Hartiey. The Industrial Council System and the Community : SHEILA 
T. V. D. Horst. 

DeEcEMBER 1948. The Development of the Use of Electricity in South 
Africa. Investigation into the Distributive Trade in Blankets (Transvaal) 
under Conditions of Controlled and Free Markets, 1947-48: T. Van 
WaaspisK. The Balance of Payments of Southern Rhodesia, 1939-1947 : 
CENTRAL AFRICAN STATISTICAL OFFICE. Some Problems in Writing an 
Official ‘‘ Civil’ History of the War: H.M. RoBertson. 


The Indian Journal of Economics. 


Juty 1948. Utility and its Place in Economics: V. 8S. ANANTACHAR. 
Some Factors in Indian Economic Development: W. Apam. Subjective 
Cost of Financing Industrialisation : N. K.SarKar. Peace in Industry : 
S. K. Rupra. 

OcToBER 1948. Conference Number, Budgetary Scope for Planning in 
Madras: R. BauaKrisHna. National Budgets and Economic Planning : 
V. M. Paranspe. Budgeting for Full Employment: R. N. Popuvat. 
Budgets and Planning in India: K. N. BHatracHarya. Measurement 
of the ‘‘ Burden ”’ of the Public Debt: K.L. Datau. Post-war Planning 
and Budgetary Policy in India: V.R. Crrvante. Planning of Produc- 
tion through Tax Adjustments: M. H. Gopat. The Dollar Shortage and 
the International Monetary Co-operation: V.M. Paranspe. The Future 
of International Investment: K. ANANTARAM. International Economic 
Relations: R. K. Hassu. Industrial Disputes in India: V. 
JAGANNADHAM. Industrial Relations—an Analysis of the Fundamental 
Issues Involved: P. C. Matnotra. Industrial Relations in India: 
Y. S. Manasan, R.V. Rao, H. K. Misra and V. V. Savanna. Profit 
Sharing, the Incentive : H. K. Darr. 


The Indian Journal of Commerce. 


Vou. I, No. 1. Contradictory Effects of Inflationary Spiral : Sm CHuniLau 
B. Meuta. Depreciation—an accounting analysis: A. N. AGARWALA. 
Indian Economy after Partition: K. L. Goviz. Some Aspects of our 
Railway Companies’ Freight Rate Structure: B. B. Sen. A National 
Policy of Industrial Location: M. M. Meuta. Should the Zamindari 
System in U.P. be Abolished ? : Kunwar Sir J. Prasap. 


The Eastern Economist. 


AnnuaL NumBEeR. DECEMBER 1948. A PoxiticaL Report: India’s 
New Constitution : The Integration of the States. India and the World 
Indo—Pakistan Relations. New Currents in the Political Scene. Outlook 
for 1949. An Economic Report. Foreword. The National Income : 

its volume and production; its distribution. Saving and Investment. The 

Story of Prices. Statistical Appendix to the Report. Banking in 1948. 
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Bullion in 1948. The Stock Exchanges Annual Review. SPEcIAL 
ArticLtes. Industrial Policy and Industrial Relations. Railway Trans- 
port. Civil Aviation. India’s Foreign Trade. The Balance Sheet of 
Foreign Exchange. 

Tata Quarterly. 


OcroBEeR 1948. The Problem of Increasing Production. Economic and 
jinancial review. Statistical tables. 


International Labour Review. 


DECEMBER 1948, The 40-Hours Case and the Change in Standard Hours in 
Australian Industry: O. DE R. FoENANDER. Industrial Home Work. 
Man-power Requirements and Availabilities in Europe in 1948. Second 
Session of the I.L.0. Textiles Committee. 

JANUARY 1949. The International Industrial Safety Movement. The 
Labour Policy of the Chinese Government and its Reactions on Industry and 
Labour: Ta Coen. The Czechoslovak Five-Year Plan. Italian Agri- 
cultural Emigration to France. 


I.C.A.O. Monthly Bulletin. 


DeceMBER 1948. Current activities of the International Civil Aviation 
Organization. 

JANUARY 1949. Relations with other International Organizations. 

Fesruary 1949. Similar information. 


Quarterly Journal of Economics. 


NovEMBER 1948. The Economics of a ‘‘ Free’? Society; four essays : 
O. H. Taytor. The Union as a Monopoly: C. E. Linpsiom. Invest- 
ment Repercussions: L. M. LacumMan. On the Politics of the Classical 
Economists: W. D. Grampp. Equilibrium in International Trade; a 
diagrammatic analysis : R. E. Baupwin. The Fallacies of Lord Keynes’ 
General Theory: J. Tosrn and J. Ruerr. The Influence of Unionism 
upon Earnings: R. A. Lester and A. M. Ross. An Error in Ricardo’s 
Exposition of his Theory of Rent : H. G. JoHNson. 


The Annals of the American Academy of Political and Social Science. 


NoOvEMBER 1948. Postwar Reconstruction in Western Germany. 
JANUARY 1949. Juvenile Delinquency. 


The Journal of Political Economy. 


OcToBER 1948. Postwar Political Economy: M. BRONFENBRENNER. 
Keynes and the Economic System: C. B. Hoover. European Multi- 
lateral Clearing: R. W. Bean. The Role of Dissaving in Economic 
Analysis: G. Garvy. Price Inflexibility—war and postwar: J. 
Backman. Soviet Postwar. Industrial Production: FH. Scuwartz. 
Mikesell on International Monetary Agreements and Planned Economies : 
V. SALERA. 

DECEMBER 1948. Occupational Choice in a Collectivist Economy: D. J. 
Dewey. Professor Heimann on Religion and Economics : F. H. Knicut. 
Income Tax Progression, 1929-48 : R. A. MusGrave and Tun Tarn. 
National Patterns of Union Behavior: A.SturmTuau. Public Expendi- 
tures for Veterans’ Assistance: I. H. Stecent and M. F. W. Taytor. 
Theories of Income Distribution : where do we stand ? : Mary J. Bowman. 

FesruarRy 1949. Tariffs, the Terms of Trade, and the Distribution of 
National Income: L. A. MetztER. Economics of Scheduling for In- 
dustrial Mobilization : 8. M. Ropsrys and T. E. Murpuy. The Welfare 
Aspects of Excise Taxes: E. R. Rowrg and G. F. Break. Rostow’s 
Proposals for Petroleum Policy: J.S. Barn. A Reply: E. V. Rostow. 
The Cash Ratio in English Banks before 1800: J. K. Horseriexp. 
Significance of Bank Capital Ratios : HeLten J. MELLON CooKE. 








274 THE ECONOMIC JOURNAL [JUNE 


The Review of Economics and Statistics. 


NOvEMBER 1948. The Direction of Change in Income and the Consumption 
Function: Rutn P. Mack. Keynes and Economic Analysis Today : 
J. W. ANGELL. Outline of a System of Multi-compensatory Trade : 
R. Friscu. Professor Frisch on Discrimination and Multilateral Trade : 
R. Hinsoaw. Lachange Depreciation and Economic Readjustment : 
T. BatocH. A Note on Professor Schultz’s Analysis of the Long Run 
Agricultural Problem: C. Kaysen and J. H. Loriz. A Comment: 
T. W.Scuuttz. <A Rejoinder: C. KaysenandJ.H. Lorie. Woytinsky 
on Consumption and Savings: V. L. Basstz. Consumption-Saving 
Function: I. Frrenp. Monetary Velocity and Monetary Policy: C. 
WaRBURTON. A Rejoinder: J. TOBIN. 


The American Economic Review. 


DECEMBER 1948. The Problem of Capital Accumulation: E. D. Domar. 
Planned Economy in Norway : L.R. Kur1n. Exit Basing Point Pricing : 
F. A. Fetter. Basing Point Decisions and Business Practices: C. D. 
Epwarps. Taxation and Inflation Control: L. SHere. The Burden of 
Import Duties: A. E. Kannand E.R. Rotpx. Marginal Cost Constancy 
and its Implications : H. APEL. 


Social Research. 


DECEMBER 1948. The Economic Position of Israel: A. JoHNson. Limita- 
tions of Keynesian Economics : W. VickREY. Pluralist Democracy—the 
Swedish Experience: G. Hrcxscuer. The Origins of Scientism: 
E. VorGELIN. Language: K. RiezLer. 


Econometrica. 


OcroBER 1948. Homogeneous Systems in Mathematical Economics: G. 
TInTNER. The Pure Theory of Production applied to the French Gas 
Industry: M. J. J. Vernuust. Some Conditions of Macro-economic 
Stability : D. Hawxtns. A Note on the Statistical Estimation of Supply 
and Demand Relations from Time Series: M.S. Bartitetr. Remarques 
et Suggestions Relatives aux Nombres-indices: A. Nata¥r and R. Roy. 
A Theoretical and Statistical Dilemma—the contributions of Burns, 
Mitchell and Frickey to Business Cycle Theory: E. Ames. The Short- 
Term Interest Rate and the Velocity of Circulation: J. N. BEHRMAN. 

JaNuARY 1949. The Indeterminacy of Absolute Prices in Classical Eco- 
nomic Theory: Don Patinx1n. On the Zeros of Homogeneous Functions : 
R. Friscn. Determination of Linear Relations between Systematic 
Parts of Variables with Errors of Observation the Variances of Which 
are Unknown: R. C. Geary. Econometrics and Thermodynamics: a 
remark on Davis’ Theory of Budgets: J. H. C. Lisman. 


Industrial and Labor Relations Review. 


Vou. II, No. 2. January 1949. Productivity and Living Standards : 
J. BackmAN and M. R. GarnssBrucH. Union-Management Co ‘tion 
and Productivity: KR. Dusry. The Association of Cat’ .« Trade 
Unionists: P. Tarr. Employee Adjustment to Technologi ! Displace- 
ment : the Fifth Avenue Coach Company Case: J. W. ’ VoNNELL and 
B. P. LAMPERT. 

The Journal of Economic Historu. 

NoOvEMBER 1948. Real Values in British Fore “rade, 1795-18538 : 
A. H. Imuan. Charity Endowments as Source. f Local Credit in 
Seventeenth- and LEighteenth-Century England: F. G. James. The 
Keynesian Revolution and Economic Development : D. DILLARD. 


The Southern Economic Journal. 


January 1949. J. M. Keynes’ Concept of Economic Science: A. G. 
Grucuy. Methods of Financing the European Recovery Program : 
R. Freunp. Sources of Funds for Financing Plart Expansion, 1946- 
1948: L.K. Branpt. The Status of Stagnation Theory, Part II: H.R. 
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SmirH. Some Comments upon the Effectiveness of State and Local Area 
Development Programs: C. 8. Loaspon. Supervisory Employees and 
the Taft-Hartley Law: R. D. Lerrer. Minimum Wages and the Level 
of Employment : D. HamBeErc. 


Agricultural History. 

OcToBER 1948. Man’s Place in the Sun: Jane Carter. Lurope’s 
Recurrent Land Problem: V. AtTON Moopy. Agriculture in the Un- 
drained Basin of Asia: G. W. ANDERSON. Railroad Service to Virginia 
Farmers, 1828-1860: C. W. Turner. Advancing Trends in Southern 
Agriculture, 1840-1860: J. C. Bonner. The Wyoming Stock Growers’ 
Association : its years of temporary decline, 1886-1890 : W. T. Jackson. 


Journal of Farm Economics. 

NovEMBER 1948. Current Proposals for the Organization of Conservation 
and Land-Use Programs in Agriculture, the United States: C. M. Harpin. 
The Economics of Rotations with Farm and Production Policy Applica- 
tions: E. O. Heapy. Objectives and Methods of Government Pricing of 
Farm Products: W. M. Drummonp. Appraisal of the Economic 
Classification of Farms: K. L. Bacuman, J. C. Exticxson, W. D. 
GoopsELL and R. Hurtey. Provision for Nutrition in the Formulation 
of Agricultural Programs: J. D. Buack. The Effect of Size of Herd on 
Milk Production Costs : W. W. Wixcox and E. RavucHENSTEIN. Alloca- 
tion of Agricultural Income : D. G. JOHNSON. 


American Affairs. 

JANUARY 1949. Laissez Faire: G. Garrett. Perils of the Military 
Strain: E.G. Nourse. Human Rights on Pink Paper: F. E. Hotman. 
News of ITO and GATT. Case for the Charter. Legal Fluoroscope of the 
World Trade Charter. ITO Spells a Planned World: E. H. K1tLHEFFER. 


Studies in Business and Economics. (Bureau of Business and Economic 
Research, College of Business and Public Administration, University of 
Maryland.) 
Vou. II, No. 1. June 1948. Anne Arundel County, Maryland ; its 
economic development and potentials 
Vou. II, No. 2. SeEpremBer 1948. Sampling Retail Prices. Maryland and 
Baltimore Non-Agricultural Employment. 


Hilgardia. (A journal of agricultural science published by the California 
Agricultural Experiment Station.) 
DECEMBER 1947. Major Economic Forces affecting Agriculture, with 
particular reference to California : 8S. V. Crrntacy-WANTRUP. 


Revue d’Economie Politique. 

SEPTEMBER-OCTOBER 1948. La population de la France: H. BUNLE. 
L’évolution des prix: R. Rivet. Revenu national et comptabilité éco- 
nomique : R. Froment and P.Gavanier. Reconstruction : J. VERGEOT. 
Le budget, la trésorerie et la dette publique: H. LAUFENBURGER. La 
législation fiscale: L. TrotaBas. Le marché de Vargent a@ court terme : 
F. M. Le marché des changes: P. Vicreux. Les banques: A. POSE. 
La bourse des valeurs: J. Desstrrer. Les émissions: P. Haour. 
Les caisses d’épargne: H. ANGLADE. Les assurances: J. FOURASTIE. 


Revue de Science et de Législation Financiéres. 


OcTtoBER-DECEMBER 1948. L’Internationalisation des finances publiques : 
F. TrEvoux. Les nouveaux objectifs de la politique financiére de I’ Etat : 
A. ANGELOoPouLOsS. Les relations monétaires franco-libanaises: G. 
Lepuc. La réforme fiscale en Italie : C. Cosctant. 


Population. 


JuLY-SEPTEMBER 1948. Faits et problémes du jour: A.Sauvy. L’habita- 
tion moderne: LE CorBUSIER. Aspects historiques et contemporains de 
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Vimmigration australienne: W. D. Borrir. Conséquences et intérét 
démographiques de la Peste noire de 1348: Y. RENovARD. La situation 
démographique de l’Italie: G. TAGLIACARNE. Anthropologie et démo- 
graphie: R. Gessatn. Répercussions des calamités de guerre sur la 
premiere enfance: H&LENE Brreues: Les conditions d’existence des 
familles. Les dépenses dhabillement : A. GIRARD. 

OcToBER—DECEMBER 1948. Fréquence et répartition des mariages consan- 
guins en France: J. Sutter and L. Tasan. La mortalité infantile dans 
les familles nombreuses: L. Henry. Deux modalités de la politique 
d’aide a la famille. Prestations en espéces et prestations en nature: J. 
DovustetT. La situation démographique de la Grande-Bretagne. Com- 
paraison avec celle de la France: J. BouRGEoIsS-PicHat. Les transferts 
de populations entre d’Hindoustan et le Pakistan : 8. CHANDRASEKHAR. 
La peuplement des nouveaux territoires polonais : J. Daric. 


Statistiques et Etudes Financiéres. (Ministére des Finances.) 


No. 1, January 1949. Erupzs. L’analyse de la situation monétaire 
d’aprés les bilans hebdomadaires de la Banque de France. L’évolution du 
volume des échanges d’aprés le recouvrement de la taxe sur les transactions. 
II. Statistiques. Les recettes publiques en octobre et en novembre 1948. 
Evolution des recettes publiques. Budget de l’ Etat et de la Caisse autonome 
d’amortissement. Recettes des Postes, Telegraphes et Téléphones. Recettes 
de Chemins de fer. La Trésorerie et la Dette publique. Evolution des 
opérations du Trésor de 1 er janvier au 31 octobre 1948. Situation au 31 
octobre 1948 de la Dette publique de VEtat et de la Caisse autonome 
d’amortissement. La monnaie et le crédit. Evolution du bilan de la 
Banque de France du 25 novembre au 23 décembre 1948. Opérations des 
Caisses d’épargne en octobre et novembre 1948. Activité du service des 
cheques postaux au cours du mois d’octobre 1948. Cours des changes au 
ler ganvier 1949. Le commerce extérieur au cours des mois d’octobre et de 
novembre 1948. Tableau comparatif, en valeur et en tonnage, des im- 
portations et des exportations. Tableau par groupement d'utilisation des 
amportations et exportations. III. Finances Compart&es. L’imposition 
des bénéfices agricoles dans ’ Union Frangaise et a V’étranger. Le budget 
belge pour Vexercice 1949. Le budget de la Confédération Suisse pour 
Vexercice 1949. 

No. 2, Fesruary 1949. I. Erupes. Les salaires distribués par catégories 
professionnelles dans l’industrie et le commerce en 1947 et déclarés en 1948 a 
Administration des Contributions directes. Evolution de la Trésorerie au 
cours de l'année 1948. Evolution de la masse monétaire en 1948. II. 
Statistiqurs. Les recettes publiques en décembre 1948. Evolution des 
opérations du Trésor du 1 er janvier au 30 novembre 1948. Situation au 30 
novembre 1948 de la Dette publique de U’Etat et de la Caisse autonome 
d’amortissement. La monnaie et le crédit. Le commerce extérieur en 
décembre 1948 et résultats d’ensemble pour 1948. III. Finances Com- 
PARKES. Belgique: la réforme des finances locales. Etats-Unis: le 
message sur la situation de l'Union; le message budgétaire; le rapport 
économique du President au Congrés. Turquie: le revenu national de 
1949 a 1953. 

Documentation Economique. 


Vot. VII, No. 25, 1948. 


Revue de I’ Institut de Sociologie. 


JULY-SEPTEMBER 1948. Le probléme du bon choix: C. PERELMAN. 





Economie politique et économie sociale : A. Doucy. 


Bulletin de V Institut de Recherches Economiques et Sociales. 


OcToBER 1948. Le probléme de finances publiques en Belgique et la politique 
économique : J. Jusstant, C. RocerR and P. van DER Rest. Lsquisse 
dune analyse du phénoméne de substitution: R. Lamy. Les conceptions 
dirigistes aux Pays-Bas : J. VAN DER MENSBRUGGHE. 
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Kyklos. 

Vot. II, No. 3, 1948. Greatness and Decline of Planned Economy in the 
Hellenistic World (1st part): L. Ernaupti. Die natiirliche Ordnung. Die 
neue Phase der wirtschafts-politischen Diskussion: W. ROprxkr. Pers- 
pectives démographiques. A la mémoire de Robert-René Kuczynski 
1876-1947: G. FroumKin. Purchasing Power Parity and the Pound 
Sterling from 1919-1925 : W. F. StouPEr. 


De Economist. 


NoveMBER 1948. Jn Memoriam Prof. Dr. C. A. Verrijn Stuart: 
F. pE Vries. An obituary notice in honour of Professor Verrijn Stuart 
(December 22, 1865—October 26, 1948), ‘“‘the Nestor of Dutch economists.” 
Economisch Hoger Onderwijs in een tijdperk van structuurveranderingen : 
P. J. Bouman. An article devoted to a consideration of the influence 
which the economic and social structure exercises on economic instruc- 
tion; and conversely, in what measure reform in education may increase 
the tempo of changes in structure. Following Sombart, the writer 
distinguishes early, modern and late capitalism. In early capitalism 
(fourteenth and fifteenth centuries), marked by renaissance of trade, 
there was no relation to instruction. Modern capitalism, deriving 
from the third quarter of the eighteenth century, demanded scientific 
education. The development of modern commercial education in 
Holland is traced: when the Nederlandse Handelshochschule was 
founded in 1913, emphasis was laid on its immediate practical bearing. 
Late capitalism is marked by development of monopoly and increased 
bureaucratisation; and there is therefore need for wider education. 
The objects of the Handelshochschule are now more widely defined, and 
only 35% of the students in fact follow business careers in the strict 
sense. Two criticisms of prevailing business education are indicated : 
(i) it tends to be too specialised, whereas it is characteristic of late- 
capitalistic changes in structure that the economic, the political and the 
social sphere influence each other more and more; (ii) there is a lack of a 
general social view-point in economic education. Economists need a 
greater knowledge of ‘‘social questions ’’ (e.g., industrial relations). 
Reference is made to contemporary education in the U.S.A., in London, 
Cambridge and Oxford, and in Germany. Vrijheid en internationale 
samenwerking: H. J. WITTEVEEN. The present period of transition is 
also a period of transition in economic policy. In the matter of govern- 
ment control and activity the position is unstable; but there are reasons 
alike against a return to laissez-faire and an advance to complete 
nationalisation. There is hope for freedom only if the problem of 
unemployment can be solved. Policy should be consciously directed to 
avoidance of mass unemployment and to the maintenance of freedom. 
Keynes and Tinbergen are cited as the writers whose works are of most 
significance for a solution. Keynes is summarised; and with him the 
proposals of Beveridge and Polanyi are also discussed. Beveridge’s 
proposals might give full employment, but not in a free society. The 
problem becomes more complicated when international relations are 
considered. Tinbergen is cited in connection with the problem of 
maintaining equilibrium in the balance of payments. Bretton Woods 
and the I.M.F. are regarded as inadequate. 

DECEMBER 1948. Het handvest van Havana: Ts. A. Mreurs. An account 
of the events leading to the United Nations Conference on Trade and 
Employment at Havana, Cuba; and of the Final Act and the Havana 
Charter for an international trade organization (signed March 24, 1948). 
The article summarises the principles and the contents of the agreement ; 
and discusses in particular: (i) measures directed to diminishing 
obstacles to trade; (ii) measures for promoting international trade ; 
(iii) the nature of the International Trade Organisation contemplated ; 
(iv) methods of settling differences. (The agreement in question is 
published in this country as Cmd. 7375.) Compensatie en codrdinatie in 

het verkeerswezen : H. A. A. DE MELVERDA. In effect, a discussion of 
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certain general principles in connection with the determination of rates 
in railway and other forms of traffic, with special reference to what is here 
callod ‘*‘ Compensation,” i.e., the apportionment of rates between 
different kinds of traffic and different forms of transport. Compensation 
has been one of the most neglected subjects in transport economics. 
Compensation, as here defined, may take the form of discrimination or 
equalisation. The possibility of compensation increases with the size 
of the unit within which compensation takes place. The quesvion of 
the distribution of different kinds of traffic between different kinds of 
transport is considered. (In America it is suggested that first-class 
passengers on the railways are taking to the air, and third-class 
passengers to the buses.) In the past there has been a policy of 
equalising railway rates in the interests of those districts where traffic is 
light : this policy may have to be reconsidered when confronted with the 
fact that these districts can be better served by road traffic. The 
question of capacity is fundamental. It is the peculiarity of transport 
that while expansion is relatively easy, contraction is unusually difficult. 
Hence there is need of a traffic policy as a whole; and hence also the 
problem of dealing with excessive capacity when it arises. Variation in 
the structure of the tariff brings variation in the structure of the traffic 
industry; and the consequences of forms of compensation have to be 
considered in all questions of traffic co-ordination. The question of 
traffic co-ordination can be described as the problem concerned with the 
organisational measures necessary to maintain certain determined 
forms of compensation : the question of compensation is primary, while 
that of co-ordination is secondary. 

JANUARY 1949. (The present number of De Economist comprises four 
preliminary papers prepared in connection with the Congress on the 
Increase of Population, held on March 26, 1949, at Amsterdam under 
the auspices of the “ Instituut voor Social Onderzoek van het Nederlandse 
volk.”) De tegenwoordige en toekomstige demografische situatie in Neder- 
land: W. R. Heere. A detailed examination of past population 
statistics for the Netherlands, indicating variation of experience in 
different provinces, and for different occupations and for different 
religious confessions. There is a tendency for differences to be flattened 
out, primarily for the death-rate, but also for the birth-rate. Estimates 
of population at different dates in the future are considered. There 
is need for a careful study of population problems for the guidance of 
the appropriate administrative authorities in the problems with which 
they are confronted. Bevolkingsvermeerdering en economische knelpunten: 
W. J. vAN DE WorstTIJNE. Changes in population are not due solely 
to economic causes, and they have consequences other than economic. 
Factors, other than those of population, will affect the economic difficulties 
of the future. An optimistic view is possible: the regular growth of 
population has not led to a relative diminution of the productive sector 
of the population, and capital goods have increased more rapidly than 
population. It is not in the increase of population in itself, but in struc- 
tural changes in other factors, that we must look for a possible hampering 
population-question. What is usually called the “‘ population-question ” 
arises because it is not possible to maintain all quantitative relations 
unchanged. The problem of population and of the optimum population 
is discussed in relation to the Laws of Diminishing and Increasing 
Returns. The actual population can, normally, change only very slowly, 
whereas the optimum population may undergo significant changes in a 
short period. Alterations since 1940 with a bearing on the population- 
question in the long run are listed. They include: the transition in 
Western Europe from a creditor to a debtor position; the fact that 
what were formerly agricultural export-areas have turned to industry: 
the alteration in the relation of export-prices to import-prices to the 
disadvantage of Europe; the possible slowing down of capital formation. 
The chances that other economic elements will develop uniformly with 
the increase of population is less than in 1940, and certainly less than 
before 1914. Bevolkingsvermeerdering en arbeidsvoorziening : W. 
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STEIGENGA. A discussion of problems related to the supply of labour, 
based on a consideration of the number of young people (10-14) replacing 
those leaving work (55-59). There are shifts in the structure of the 
supply of labour, which may well have social repercussions. The 
problem of unemployment in the Netherlands is discussed. On a survey 
of the literature of the last forty years, the impression gained is of a 
continual surplus of labour. Since the liberation, there has been a 
shortage of labour. Certain reasons are cited in explanation of this 
shortage (e.g., diminished productivity; continuation of military 
service; larger numbers employed in administration; labour tem- 
porarily on replacements and repairs). With regard to the future and the 
possibility of surplus population, solutions are indicated. Kohnstamm 
has advocated industrialisation. A conscious policy of emigration is 
needed. The advantages and disadvantages of emigration, for the 
country concerned and internationally, are assessed. Bevolkingsvermeer- 
dering en bevolkingsspreiding:: L. H. J. ANGENoT. The writer analyses 
as at various dates the geographical distribution of the population of the 
Netherlands as between the Provinces. Consideration is given to the 
causes of the growth of Amsterdam, Rotterdam and The Hague. Future 
tendencies will be affected by the changed position of Western Europe 
in the world economy. The probable future geographical distribution 
of population when the Netherlands have reached the 13 million mark 
is forecast. There will be need for care in guiding the growth and 
development of cities affected. 


Fepruary 1949. De voorkeursintensiteit en het tweezijdige monopolie : 


J. Pen. The older subjective theory of value suffered from the defect 
(recognised by von Wieser) that ‘“‘needs’”’ (utility) are not measurable. 
To meet this difficulty, the theory of Hicks replaces wants and needs 
by ‘‘ scales of preference.” It is the fact of preference rather than the 
intensity of preference that is relevant for economic theory. The 
optimum position is determined by the ideas of “ indifference” and 
*‘ preference.” Accordingly the quantitative conception of utility 

isappears from analysis, and Gossen’s first law is replaced by the idea 
of the marginal rate of substitution. The idea of marginal utility also 
disappears. Probably in the next generation there will accordingly be a 
tendency to get rid of ‘‘ marginal utility ’’ altogether. This, the writer 
argues, is not desirable. The idea of “‘ utility ’ and of the “ intensity 
of want” cannot be spared. This is shown by reference to the case of 
bilateral monopoly, which is discussed. Appeal is made to Mr. Arm- 
strong’s article in the issue of the Economic JouRNAL for March 1948. 
De moderne statistiek en haar plaats in het hoger onderwijs : G. Goups- 
WAARD. There is difficulty in defining statistics. The definition here 
suggested is the “‘ theory of the quantitative investigation of collective 
phenomena.” The writer discusses, in this inaugural address, recent 
developments in “‘ administrative statistics ’’ and in “ statistical analysis,” 
and the use of statistics in various fields of knowledge. In approaching 
the question of the place of statistics in education, a division of statisti- 
cians into four classes is suggested, with a somewhat different equipment 
necessary in each case. These are: (i) administrative statisticians, who 
are “‘ producers of statistics’; (ii) economists, who are ‘‘ consumers of 
statistics ’’; (iii) econometrists, who are ‘“‘ consumers of statistical 
methods”’; and (iv) ‘“ producers of statistical methods,” who are 
specialist mathematicians. Over kettingcompensaties en haar mogelijke 
actualiteit in de naaste tockomst : W. TH. VocetaaR. As an illustration 
of “‘ compensation-trading,” the position of the Skoda works in Czecho- 
slovakia is considered, along with the activities and development of the 
Iranian Skoda Company, Ltd. In the light of this, the difficulties con- 
fronting Great Britain in world trade are discussed, and a resort to 
““compensation-trading ” and the development of bilateral trade are 
recommended. The writer indicates the part that might be played in 
this country by the establishment of a ‘“‘ Compensation Trading, Ltd.” 
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Schweizerische Zeitschrift fiir Volkswirtschaft und Statistik. 


DeceMBER 1948. Vilfredo Pareto und seine Bedeutung fiir die Gegenwart : 
O. WEINBERGER. Riickblick auf die Soziologie Vilfredo Paretos: H. 
Karrer. Grundfragen des Zahlungsbilanzaus-gleichs: E. Kina. 
Examen, de conscience ou de quelques expériences monétaires contem- 
poraines: M. vAN ZEELAND. Wesen und Verhalten der Umlaufgesch- 
windigkeit des Geldes : S. SaGoOROFF. 

Fresruary 1949. Der freie Finanzdollarmarkt—eine wéhrungspolitische 
Botwendigkeit: A. BossHarpt. Some Aspects of the Dollar Problem 
in Switzerland: PER Jacossson. Der Stand der Dollarfrage: H. 
Sreser. Bemerkungen zur Dollarfrage: V. F. WAGNER. Theorie der 
Gliicksspiele und 6konomisches Verhalten : O. ANDERSON. 


Aussenwirtschaft. 


DeEcEMBER 1948. Die Marshall-Hilfe: H. BachHManN. Aktuelle Wechsel- 
kursprobleme : E. Kina. Internationale Kartelle und zwischenstaatliche 
Stapelgiiterabkommen: F. HaussMan. Aussenwirt-schaftliche Chronik : 
H. BacuMann and A. BossHarDrT. 


Société de Banque Suisse. 


Butietin 1, 1949. Organisation Européenne de Coopération Economique 
(0.H.C.E.). Accord de Paiements et de Compensations entre les Pays 
Européens. 


Giornale degli Economisti e Annali di Economia. 


Juty—Avuaust 1948. Schemi di calcolo economico su dati incerti: G. FuA. 
A lengthy article dealing with attempts to calculate the effects of un- 
certainty. After a rapid survey of past literature and of the work of 
contemporary economists in this field, the writer puts forward sugges- 
tions of his own in terms of plausibility—“that poor relation of 
probability.” He then applies his method with algebraic examples to 
the problem of the effects of a proportional income tax on the selection 
of risky openings for investment. Swugli indici alfa e delta: M. DE 
VercoTrini. A reply to acriticism by Pizzettiin the January 1948 issue 
of the Giornale, of an article by the author, dealing with the applicability 
of alpha and delta indices to the distribution of incomes, which had 
appeared in the January 1947 issue of the Giornale. Nota ad una 
** nota sul concetto di capitale fisso e di capitale circolante”’ : G. DeMaria. 
A criticism of a recent suggestion put forward by Professor Amoroso for 
a new interpretation of the terms fixed capital and circulating capital in 
the light of the significance of amortisation quotas. The writer finds 
Professor Amoroso’s new definition neither logically valid nor helpful as 
an economic concept. Sulla misura della progressivita delle imposte 
progressive: P. Gennaro. The writer distinguishes between the 
‘technical’? progressiveness of a tax as determined by the tax law 
itself, independently of the way in which the tax actually falls on the 
incomes assessed, and the “ effective’’ progressiveness of the tax as 
shown by its yield and distribution in comparison with what these would 
have been if the tax had been proportional. He constructs indices 
expressing each of these two methods of measurement, and applies them 
to specific examples of progressive taxes in Italy, Great Britain and the 
United States. It is the second type of index which he regards as the 
more suggestive and important for the economist. 

SEPTEMBER-OcTOBER 1948. Sguardo alla politica economico-finanziaria 
degli Stati Uniti: V. Marrama. A very interesting, and statistically 
well-documented article, written from Cambridge, Massachusetts, 
describing the economic and financial prospects of the United States. 
A strongly pessimistic view of the immediate future is taken on the 
ground that the whole American economy is becoming increasingly 
unbalanced and is plunging ever more deeply into inflation. The chief 

hope of avoiding major social conflicts, with quite unforeseeable results, 

lies in securing such a degree of co-operation between the different social 
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classes and the governing class as would make possible that type of 
planned economy which is essential for the operation of a system of full 
employment under democratic conditions. Le equazioni della dinamica 
economica nel caso pit semplice del regime di libera concorrenza completa : 
G. Sensini. A highly abstract article in which are put forward a series 
of differential and integral equations for a dynamic economy under 
certain rigid assumptions, notably that of perfect competition. Gli 
articoli del Cavour sul giornale ‘* Il Risorgimento ” (1847-1850) : P. Rosst. 
An account of some of the articles on political, economic and other topics 
contributed by Cavour to the daily newspaper Il Risorgimento, of which 
he was the editor from April to October 1848. The articles show that he 
was an ardent free trader and that his views on economic policy ran on 
much the same lines as those of Richard Cobden. Per la storia delle 
** colonie”’? mercantili italiane medievali, il ‘libro della communita dei 
mercanti lucchesi in Bruges”: A. DE MADDALENA. A review article of a 
book just published dealing with the activities of the small community 
or ‘‘ colony ” of Italian merchants from the city of Lucca who during the 
fourteenth and fifteenth centuries were settled in Bruges. 
NovEMBER—DECEMBER 1948. WNell’anniversario della nas cita di Vilfredo 
Pareto, 15 luglio 1848— 19 agosto 1923. Pareto matematico ed economista : 
L. Amoroso. Vilfredo Pareto, il sociologo : P. JANNACCONE. Modelli di 
commercio internazionale: J. TINBERGEN. La teoria della circolazione 
di V. Pareto: F. Cuessa. Come un supposto paradosso della pratica 
degli scambi internazionali, non sia che un malinteso della teoria: A. DE 
Pretri-ToNeEtui. L’equilibrio sociale ed il classismo: A. LANZILLO. 
Monopoli e concorrenze nel pensiero di Pareto: F. Vinci. Un mano- 
scritto inedito di Vilfredo Pareto: G. N. Bousquet. 


Economia Internazionale. 


Vou. 1, No. 4, NOVEMBER 1948. Scambi ir! rnazionali e problema sociale : 
J. Mazze1. Commenti all’articolo del Dr. Triffin sul sistema bancario e 
Veconomia internazionale: G. HAaBERLER. Della ricostituzione e della 
stabilita dell’equilibrio economico internazionale : V. TRAVAGLINI. Dis- 
criminazione, problemi del commercio britannico e Piano Marshall: T. 
Batocu. Una causa di attrito alla ripresa del commercio internazionale : 
L. Liv1. Emigrazione e Commonwealth britannico: B. Tuomas. La 
previsione nella teoria generale del commercio internazionale : A. BoRDIN. 
L’aspetto internazionale della teoria del pieno impiego : L. FEDERICI. 


Review of the Economic Conditions in Italy. 


NOVEMBER 1948. LEwxpenditure of the ‘“‘ Lire Fund” for Anti-cyclical 
Purposes : G. pt Narpt. 
JanuaRy 1949. Interest Rates in Italy : C. BRESCIANI-TURRONI. 


Italian Economic Survey. 


NOVEMBER-DECEMBER 1948. Italian Economic Prospects. The Italian 
Industrial Situation. 
Critica Economica. 


OcroBeR 1948. LEsperienze del primo periodo di pianificazione in Ceco- 
slovacchia:: E. Ourrata. L’emigrazione come problema internazionale : 
Lemanico. La politica delle priorita ed il pensiero degli economisti 
inglesi : F. Carrk. Il piano sovietico e i piani dell’ Europa Orientale in 
una rassegna dell’H.C.A.: G. PIETRANERA. 
DECEMBER 1948. Aziende pubbliche, aziende private e difetti della buro- 
crazia: C. Ropano. La prodittivita del lavoro ed il livello dei salari : 
A. GRAZIADEI. 

L’ Industria. 
No. 3, 1948. Realizzazioni e obiettivi della statistica italiana : B. BARBERI. 
La politica economica del partito comunista: B. Pacant. Una pietra 
angolare del sistema keynesiano: la propensione al consumo: F. DI 
Fenizio. Il reddito nazionale : A.C. Picov- 
No. 234—voL. LIx. U 
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No. 4, 1948. Siamo costretti ad adottare una economia pianificata?: W. 
Evcken. Possibilita e limiti delle previsioni economiche: L. Liv1. 
Perché variano gli *‘ investimenti”’ nei moderni sistemi economici ?: F. pi 

Fenizio. La distribuzione del reddito: A. C. Piaovu. 





Banca Nazionale del Lavoro Quarterly Review. 


OcToBER 1948. Jnterest Rate Policy and Reconstruction Requirements : 
G. Boreatra. The E.R.P. and the Problems of Italian Agriculture : 
G. Mepict. The Depreciation of the Peso and Trade between Italy and 
Argentina: G. Luzzatro. Unemployment and Emigration in Italy in 
the light of the E.R.P. and 0.E.E.C.: G. Cosmo. The Housing Problem 
in Italy : 8. ALBERTI. 

Moneda y Crédito. 


SEPTEMBER 1948. La comunidad econdmica internacional: F. Vito. 
Economia y alimentacioén : V. A. ALVAREZ. La Banca espaiola en 1947 : 
I.C. Garricos. 1 Seguro en las épocas de transicién econdmica : F.R. P. 
ALDAVE. 

Revista de Ciencia Aplicada. 


OcToBER—DECEMBER 1948. Modernos generadores electrostdticos: J. B. 
Exias and L. Mrranpa GonzALez-Montes. Las fitohormonas y sus 
aplicaciones: R. C. Linares. Teoria y técnica de la celulosa: E. 
Ruearcia. Nuevas aleaciones no férricas : R. ALTAMIRA. 


Zeitschrift fiir die Gesamte Staatswissenschaft. 


Vou. 105, No. 1. Gegenwartsaufgaben der Sozialwissenschaften in Deutsch- 
land: H. SavermMann. Das Studium der Sozialwissenschaften an den 
britischen Universitaten: G. D. H. Cote. Zur Metaphysik der Kultur- 
stile: A. MULLER-ARMACK. Rechtsanwalt in Miinchen : die Grundlagen 
der heutigen Verfassung Deutschlands und das Friedensproblem: W. 
SEUFFERT. Aspects juridiques des budgets anglais et frangais: H. 
LAUFENBURGER. Moégliche Mittel der Wirtschaftslenkung : W. Kromp- 
HARDT. Die Relativitdt in der Wirtschaft: H. Arnpt. Die deutsche 
Aussenhandelspolitik von 1879 bis 1948 : H. RirrERSHAUSEN. 


Europa-Archiv. 

DECEMBER 1948. Der erste Jahresplan fiir die Wiedergesundung Europas. 
Die Verbrauchs-giiterwirtschaft in der Sowjetunion. 

JANUARY 1949. Die Vorgeschichte des Briisseler Fiinfmdchtepaktes. Die 
wirtschaftlichen Aussichten der Marshallplan-Lander fiir 1949. Das 
intereuropdische Verrechnungs- und Zahlungsabkommen. 

Fesruary 5, 1949. Féderation oder Kooperation. Wahlgesetze und 
Wahlerstruktur in Frankreich. Der verkehrswirtschaftliche Zusammen- 
hang Europas. Die wirtschaftliche Zukunft Deutschlands. 

FEBRUARY 20, 1949. Vélkerrecht und internationale Ordnung. Wahlgesetze 
und Wadhlerstruktur in Frankreich. Die tiberschiissigen Arbeitskrdafte in 
Westeuropa. Der Aussenhandel der sowjetischen Zone Deutschlands 
auf dem Wege zur vollen Verstaatlichung. Die britischen Schiffsverluste im 
Zweiten Weltkrieg Produktionsstatistik fiir die industrielle Erzeugung des 
Vereinigten Wirtschaftsgebietes 1946-48. 


Ekonomisk Tidskrift. 


Vou. L, No. 3, SEPTEMBER 1948. A Suggested Statistical Measurement of 

Bankers’ Liquidity Preference: K. Puitre. Professor Kjeld Philip 
makes an ingenious attempt to verify Keynes’ liquidity preference theory 
empirically by examining the effect of German credit expansion during 
the occupation of Denmark on the banks’ cash holdings. The statistical 
data comprised: (a) the rate of interest as shown by the yield of a 
leading 4% gilt-edged security and (b) the quantity of money measured 
in 1935 crowns (by dividing by the retail-price index). The values 
found at the end of each month in the period 1939-47 are plotted on a 
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diagram, in which quantity of money is measured on the horizontal axis 
and the rate of interest on the vertical. The result is a well-defined 
downward-sloping curve which begins by falling almost vertically from 
5-6 to 5-0% and then flattens out till around 4-2-4:0% it runs almost 
parallel to the money axis. The various reasons for holding cash are 
reduced to two, the transactions and speculative motives; a simple 
method is devised for finding the approximate proportion of the money 
supply absorbed by the speculative motive. This is then plotted on a 
separate diagram. When the rate of interest was between 5-6 and 5-2% 
no money was held for speculation: the curve becomes parallel to the 
money axis at 4% which Danes had been taught by experience to regard 
asa minimum. Peace optimism in 1943 expressed itself in a heightened 
demand for money, as the Danes expected liberation to send the rate of 
interest up to between 4:50 and 5-0%. The tremendous battles of 
Stalingrad and El Alamein had their ripples in occupied Denmark in the 
form of extreme liquidity preference! In putting forward his statistical 
essay as confirmation of the Keynesian theory, Professor Philip is 
careful to consider objections that might reasonably be made. Inflation 
Analysis and Economic Theory: Erik LUNDBERG. In this long and 
closely argued article, Dr. Lundberg appraises recent attempts to use the 
Keynesian system to explain the post-war inflationary gap and points 
out the limitations of the method. He begins with a familiar piece of 
Swedish scepticism : how can figures of national income and expenditure 
(ex post quantities) contribute to an explanation of a dynamic process ? 
There are dangers, for example, in relying on figures of total changes in 
stocks, when the significant data are the increase in certain stages of 
production and the decrease in others. In taking the social accounting 
figures for 1947, one might suggest the balance of payments as an 
indicator of disequilibrium; but what are the ‘‘ equilibrium relations ”’ ? 
Equations may be used to show that an adverse foreign balance is 
identical with the excess of current domestic investment over saving; 
but these equations are not enough to justify unequivocal policy 
recommendations. Then again the course of profits might be the 
criterion; and here Dr. Lundberg suggests that Keynes’ treatment of 
saving and investment in The Treatise is in some ways a mere fruitful 
way of analysing inflation than the method of The General Theory— 
partly no doubt because in 1930 Keynes was interested in price-level 
problems. The distinction between income inflation and profit inflation 
is a recurrent theme in current Swedish debates on the subject. Dr. 
Lundberg goes on to summarise the formulation of the inflationary gap 
given by Klein in the Keynesian Revolution and set out in the usual 
diagram. He uses the construction to show the effect of a decline in 
productivity on an economy in full employment: the consequent lack 
of balance is expressed in terms of a maladjustment between investment 
and saving. The current inflation in Sweden is an illustration of the 
thesis that a menacing decline in productivity contains quite as much 
inflation dynamite as an increase in demand following a rise in consump- 
tion and investment. The author concludes that the much-discussed 
Keynesian models are not yet a satisfactory guide for policy makers. 
He thinks there is more to be got out of the modest formulations of 
The Treatise plus the Stockholm School’s approach than out of the 
ambitious constructions of The General Theory. At the end of the war it 
was of some importance to policy makers to know whether the crisis was 
to be expected in 1946 or in 1951! If current theory is to be fruitful, it 
must break up the total concepts, Investment and Saving, into significant 
parts, e.g., public saving and individual income recipients’ saving, imports 
and exports, etc. Moreover, little progress will be made until we arrive at 
amore satisfactory explanation of the causal significance of changes in the 
wage level. We should stop playing with total categories and turn again 
to examine the mechanism of economic adjustment in detail. It is easy 
to over-estimate the light which manipulation of statistics of social 
accounting can throw on the real working of the economic system. 
Intensive partial analysis on the classical model is now needed in order to 
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supplement the Keynesian theory and make it a more reliable 
instrument. 

Voi. L, No. 4, DecemBer 1948. The Liquidity Rules of the Banking 
System: B. Kracu. Econometric Methods: A. A. SVENDSEN. This is 
based on a paper read at the Nordic Conference of Young Economists at 
Uppsala in June 1948. After an introduction describing the origin and 
evolution of econometrics, the author summarises a model in the field 
of agricultural economics. The British Debate on Planning: G. 
CEDERWALL. This is a review of the contributions of Professors Jewkes, 
Robbins and Meade, Sir Oliver Franks, and Mr. Harrod. The author is 
not impressed by Professor Jewkes’ Ordeal by Planning: the indict- 
ment is too extravagent to be convincing. Instead of being a careful 
analysis of planning in the context of post-war facts, the book is just a 
lively polemic. The argument at several points is weak and the quota- 
tions carefully hand-picked. After summarising Sir Oliver Franks’ 
argument, Mr. Cederwall echoes the criticism that nowhere in the book 
is there an awareness of the function of prices. Professor Robbins’ 
discussion evokes praise for its clarity and reasonableness, while 
Professor Meade’s treatment of financial policy and the balance of 
payments is regarded as the most important part of his book. Mr. 
Harrod’s thesis is criticised on the ground that it tends to overlook the 
long-run importance of maintaining investment now. The review ends 
with a comparison between the post-war problems of Sweden and those 
of Britain, noting that Sweden during the War as well as at present has 
less controls than in this country. Questions of monetary policy have 
been less prominent in Swedish discussions. Both English and Swedish 
economists are agreed on one thing: that the freeing of the price 
mechanism presupposes that effective demand is maintained at the 
appropriate level, z.e., not so high as to generate inflation and not so low 
as to bring about deflation and mass unemployment. 


Skandinaviska Banken Akticbolag. 

JANUARY 1949. The Problem of the ‘‘ Dollar Shortage”? : P. Jacossson. 
Tonnage and Transports after the War: I. H6cBom. The Commercial 
Banks and the Interest Policy. Bills Protested and the Economic Situation. 
The Economic Situation during the Fourth Quarter of 1948. 


Index. 
DECEMBER 1948. Economic Survey. SEPTEMBER—NOVEMBER 1948. 


Dkonomi og Politik. 


JUNE-SEPTEMBER 1948. Omvaeltningen i Fransk Indokina: E. Reskr- 
NIEtsen. Den nationaliserde kulindustri i Storbritannien: H. Brems. 
De internationale bestrebelser for en friere verdenshandel : H. S. LARSEN. 
Hovedirekk av den okonomiske utviklung i Norge etter krigen : M. TUVENG. 
Den internationale okonomiske situation: Den okonomiske udvikling 7% 
Danmark. Politisk Kronik. 


Ekonomiska Samfundets Tidskrift. 


Vot. 1, No. 4, 1948. Kreditpolitik och inflation: E. Browatpu. Aktuella 
problem i passagerartrafiken mellan Finland och Sverige: H. Ramsay. 
Inkomstens férdelning i Finland : G. Foucstept. 


Revista Brasileira de Economia. 


JUNE 1948. Contribuigées dos ‘‘ Inquéritos Econémicos para o conhecimento 
da economia brasileira: G. Mortara. Indices de Pregos no Brasil: 
O. G. DE ButHées. Alteragdes no Suprimento Monetdrio Brasileiro, 
desde 1939 : E.S. Lyncn and N. B. PARKER. 

SEPTEMBER 1948. A expansdao de crédito no sistema bancdrio brasileiro : 
J. Kingston. Alguns aspectos econémicos do Programma de Reperagao 
da Europa: G. HaBerRteR. A politica de discriminagaéo no comércio 

internacional : R. HInsHaw. 
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DECEMBER 1948. Balango de Pagamentos do Brasil: G. A. P&GURIER. 
Fortuna Nacional e Renda Nacional: R. Lewrnsoun. Banco Central. 


Obzor Ndrodohospoddrsky. (All contributions are written in Czech and 
each issue of the journal contains also a review of current economic 
conditions in Czechoslovakia.) 


No. 10, JuNE 1948. The Polish banking system: M. Ortowski. Foreign 
trade in 1937 and 1947: Z. Fart. The second stage of nationalization : 
J. BerAk. 1848 in our economy : A. PIMPER. 

No. 1, OctoBeR 1948. The financial controls in an economic plan: J. 
NEBESAR. The importance of Latin-American markets : K. HupEc. 

Nos. 2-3, NoveMBER 1948. Structural changes in our economy: K. 
Stastny. The importance of capital formation in a planned economy : 
J. Ottva. The reconstruction of savings banks in Czechoslovakia: V. 
VESELY. The problem of discriminating exchange rates: M. Horna. 
The importance of Latin-American markets (continued): K. Hupec. 
The development of prices on the world markets of raw materials and food- 
stuffs: J.Sommer. The valuation of administrative labour : B. Borces. 

No. 4, DECEMBER 1948. Prices, incomes and taxes in a planned economy : 
K. Rozsypau. The financial planning of an enterprise: J. ZIMMER. 
The mobilization of labour: K. KarAsex. The dynamics of foreign 
trade: R. SumAceK. 


Magyar Statisztikai Szemla (Hungarian text, French summaries.) 

JANUARY—JUNE 1948. The statistical construction of the Hungarian Three 
Year Plan : B. Goracz. Industrial productivity: K. Kapas. Fluctua- 
tions in industrial production in 1947 and in the first nine months of the 
Three Year Plan: Z. Szauay. The Reconstruction of communciations : 
L. Curmessy (in Hungarian only). Enquiry into domestic expenditure 
among Budapest households: G. Marozetu. Preliminary conclusions 
on the movements of population in Hungary in 1947. A. Barocst. 
Economic planning and statistics : R. THEISS. 


Magyar-Szovjet Kézgasdasdgi Szemle (Hungarian and Russian text.) 
No. 10, 1948. The standard of living and the National Income: F. Zawa. 
Planning, accounting and the cost of production in Soviet enterprises. The 
new Soviet Hungarian commercial agreements : S. Ronat. 


Gazdasdg (Hungarian text.) 

JANUARY 1949. The theory of Soviet statistics: G. Napor. The develop- 
ment of the Hungarian standard of living: F. Zaua. Hungarian in- 
dustrial reorganisation: J. WiucseK. Uniform terminology: a prime 
requirement of socialist industrial statistics: L. GAL. 


Journal of the Hungarian Sociographical Institute (Hungarian text, 
English summaries.) 
Vout. IV, No. 1. 1948. Sidney and Beatrice Webb: S. Krisztics. New 
smallholders in Baranya : J.Koura. Sociographical studies of Mariagyiid: 
T. Napor; and of Kévdgdzéllés : J. NEBECZ. 


Gospoparka Planowa (Polish text.) 

DecEMBER 1948. Bank reform: L. Makowski. Methods of industrial 
and financial planning for 1949: B. Buass. Taxation reform: L. 
KvROWSEI. 

Probleme Economice (Rumanian text.) 

Nos. 5-6, OcroBeR 1948. New prospects in State trading: E. Vinea. 
Planning in the Soviet Economy: 8. ZEIGHER. Statistics and planning : 
V. TREBICI. 

Voprosi Ekonomiki (Russian text.) 
No. 8, DEcEMBER 1948. Operating profits in Industrial Enterprises: P. 
Viapimirov (This article surveys a wider field of the profit and price 
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structure than the title implies). Monopoly prices and costs of production : 
V. Moritev. American economists in the service of monopolies: I. 
Buumin. Socialist economics in the writings of Stalin, 1921-25: I. 
GLADKOV. 


Wiadomosci Narodowego Banko Polskiego (Polish text.) 


No. 12, DecemBer 1948. Bank control of private undertakings: S. 
KRZEMINSKI. The new system of financial investment : K. SECOMSKI. 


The Yenching Journal of Social Studies. 


Vou. IV, No. 1. A Comparison between Chinese and European Feudal 
Institutions: Cx’1 Ssu-Ho. China’s Northern Frontiers: historical 
background: Aagnes Fana-Cuig CHEN. The Apprentices in Chengtu 
during and after the War: Liao T’at-Cu’u. Language Forms and 
Thought Forms: Lun Cu1a-Wet. P’ing-chaio-tsun as a Social Labora- 
tory: CHao Cx’enG-Hsin. Adjusting Human Relationships through 
Social Habits: L. C. Porter. 





NEW BOOKS. 
British. 


ALLEN (R.G. D.). Statistics for Economists. London: Hutchin- 
son, 1949. 73”. Pp. vii + 216. 7s. 6d. 


[To be reviewed. ] 

ASPINALL (A.). Politics and the Press, c. 1780-1850. London: 
Home and van Thal, 1949. 83”. Pp.xv+ 5ll. 42s. 

[To be reviewed.] 

ASPINALL (A.). The Early English Trade Unions. Documents 
from the Home Office Papers in the Public Record Office. London : 
Batchworth Press, 1949. 83”. Pp. xxxi+ 410. 30s. 


[To be reviewed. ] 


ASSOCIATION OF CERTIFIED AND CORPORATE ACCOUNTANTS. 
LIBRARY AND PUBLICATIONS COMMITTEE. Working Party Reports, 
some accounting and economic aspects. London: Association of 
Certified and Corporate Accountants, 1948. 83”. Pp. 72. 2s. 


[This pamphlet approaches the Working Party Reports from the accounting 
aspect. It gives a short summary of each report with special emphasis on those 
features which are likely to impose new responsibilities on accountants. The 
whole is prefaced by an introduction which draws attention to the proposed 
work of the Development Councils, and their need for returns of information 
derived from accounts, as well as for levies for research. It also draws attention 
to the stress laid by several of the Reports on the need for improvement of costing 
methods as an important means of improving efficiency. ] 


BareEav (P.). The Sterling Area. British Commonwealth Affairs, 
No. 3. London: Longmans Green, 1948. 84’. Pp. 16. Is. 

[Mr. Bareau has succeeded in giving, what has been greatly needed, a short, 
clear and accurate account of the working of the sterling area. His statement 
of it brings out the war-time transition from almost complete informality to a 
definition of the area covered as an element in exchange control, the complete 
autonomy of the individual members in applying generally agreed policies, the 
emergence of the central pool of hard currencies held in London on which each 
country was able to draw as necessary, the growth of sterling balances, and the 
implications of the American loan. Mr. Bareau ends by trying to see the future 
of the sterling area; he suggests that some immobilisation of the balances may be 
a condition of freedom of payments for current commercial operations; but he 
regards the future of the system as depending on the position of sterling itself as a 
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world currency and therefore on a solution of the British balance-of-payments 
problems. } 


Bray (F. SEWELL) and Dawe (C. V.). Farm Accounts. Oxford 
University Press (Incorporated Accountants’ Research Committee), 
1948. 8”. Pp.ix+ 149. 15s. 

[To be reviewed.] 


Capital. Diamond Jubilee Number, 1888-1948. Calcutta, 1948. 
164”. Pp. 150. Rs. 5. 

{A Diamond Jubilee number which contains a great deal of material about 
Indian industries and commerce. The majority of the contributors are Indian 
experts or British residents with long Indian experience. There is one interesting 
exception : Mr. Oscar Hobson contributes a very interesting note on the sterling 
balances. ] 


CaRTER (C. F.), Reppaway (W. B.), and Strong (RicHarp). 
The Measurement of Production Movements. (University of Cam- 
bridge, Department of Applied Economics, Monograph I.) Cam- 
bridge : University Press, 1948. 9}. Pp. vii+ 135. 12s. 6d. 


[Reviewed in this issue.] 


CuaTtHaM House. Annual Report of the Council, 1947-1948. 
London: Royal Institute of International Affairs, 1948. 9’. Pp. 
87. ls. 


[This annual report contains short summaries of work completed or in progress 
at Chatham House. Much of it is in the middle ground between politics and 
economics. } 


John Harold Clapham, 1873-1946. Fellow, Tutor and Vice- 
Provost. A Memoir prepared by direction of the Council of King’s 
College, Cambridge. Cambridge University Press for King’s College, 
1949. 8’. Pp. 28. 3s. 6d. (Plus 2d. postage if ordered from the 
College Office.) 

[This memoir of Prof. Clapham forms a companion to that of Lord Keynes, 
noted elsewhere in this issue. As in the case of the other memoir, it is from 
numerous pens, but all the writers were intimate with Prof. Clapham in his life 
in Cambridge and in his college. It reprints the charming obituary notice that 
Prof. Trevelyan wrote for the Economic JOURNAL as well as tributes by Prof. 
Pigou and others. It contains also a photograph of the portrait by James Gunn 
which hangs in the hall of King’s College. Copies are obtainable in the same way 
as those of the memoir of Lord Keynes.] 


Cuark (J. M.). Alternative to Serfdom. Oxford: Basil Black- 
well, 1948. 83”. Pp. xii+ 153+ vi. 8s. 6d. 
[To be reviewed. } 


Cuay (Haroup). Industrial Democracy; its development and 
significance to the individual. Barnett House Papers, No. 30. 
London : Oxford University Press, 1949. 83”. Pp. 18. 2s. 6d. 

{Mr. Harold Clay starts from the Webbs and the broad concept of industrial 
democracy and goes on to trade-union growth, wage negotiation and joint con- 
sultation, and the difficulties, with huge national unions, of keeping the individual 
worker fully aware of all that is being done in his name and of giving him a sense 
of responsibility for it. He ends by discussing nationalisation and the possibilities 
of greater industrial democracy in nationalised industries. He states his convic- 
tion that nationalised industries have a great opportunity to bring about a 
revival of confidence in industrial relations. } 


Current Financial Problems and the City of London. London: 
Europa Publications (Institute of Bankers), 1949. 84’. Pp. 219. 
15s. 


[To be reviewed.] 
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Das Gupta (B.). Provincial Taxation under Autonomy. Cal- 
cutta and London: Oxford University Press, 1948. 84’. Pp. viii + 
486. Rs. 20. 

[This is a study of the working of the system of provincial autonomy in the 
field of taxation from 1937, when it was first introduced, to 1942, which was the 
last reasonably normal year of its operation. It begins in Part I with a study of 
the background both of the theory of taxation and of the Indian Constitution. 
It goes on in Part II to ‘‘ taxes on things,’’ covering both goods and services. 
Part III deals with taxes on land—principally, of course, the land revenue. 
Part IV covers taxes on persons, including agricultural income tax, and taxes 
on professions, callings and employments. Part V is concerned with the issues 
which emerge—cost of collection, co-ordination and general tax policy. The 
book is a straightforward and thorough account of the experience of those years 
which will be of value to Indian administrators as well as economists. } 


Erzic (P.). Primitive Money in its Ethnological, Historical and 
Economic Aspects. London: Eyre and Spottiswoode, 1949. 8}”. 
Pp. xii + 517. 25s. 

[To be reviewed.] 

FLORENCE (P. Sarcant). Labour. London: Hutchinson, 1949. 
7”. Pp. 230. 7s. 6d. 

[To be reviewed. ] 


Gaver (D. R.). Some Observations on the Draft Constitution. 
Poona: Gokhale Institute of Politics and Economics, 1948. 8”. 
Pp. 112. 4s. 6d. 

[A commentary on the Draft Constitution of India. It begins by discussing 
the anomalous position of the Indian States. It goes on to the broader issues of 
fundamental rights, the responsibilities of the President, Governors, and Second 
Chambers, the relation between the Union and the States, finance, emergency 
powers, minorities and methods of amendment.] 


Ganpui (M. P.) (Ed.). The Indian Cotton Textile Industry 
(1947-1948 annual). Bombay: Gandhi and Co., 1948. 10’. Pp. 
xlv + 184+ xxviii. Rs. 6. 


[This annual survey of the Indian cotton industry covers the period down to 
September 1948.] 


GanpuI (M. P.). A Monograph on Handloom Weaving Industry 
in India, 1948. (Its past, present and future). Bombay: Gandhi 
and Co., 1948. 93”. Pp. 80. Re. 1-8-0. 


[This is a new issue of an annual survey of the Indian hand-loom industry.] 


GuosH (Satis CHANDRA). The Economic and Commercial Publica- 
tions of the Post-Graduate Teachers of Calcutta University. Cal- 
cutta University, 1948. 84’. Pp. 80. 

[This includes a list of all those who have been teachers in the post-graduate 
departments of economics since 1917, followed by a list of their publications 
and public activities. No reader can fail to be impressed by the immense pro- 
ductivity of this group of teachers. There is also included a book-list showing 
the recommended reading for the M.A. Degree and a history of the teaching of 
economics in the University of Calcutta.] 


Hatt (N. F.). Winter Proceedings No. 1. The Staff College in 
Training for Management. London: British Institute of Management, 
1949. 9°. Pp. 27. 2s. 6d. 


[Mr. Noel Hall, Principal of the Administrative Staff College, here surveys the 
results of the first session of his College, the basic ideas underlying it, the courses of 
studies adopted, their content and method, the optimum size of the College and 
the length of courses. He ends with a plea that ability to discharge the executive 
function cannot be created in a hurry and by short-cut methods. It requires 
detachment and the leisure to see one’s own organisation from outside. It is 
there that we shall get the quickening of the sense of responsibility needed if the 
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nation is to recover its capacity for productive corporate effort. The paper is 
followed by a summary of the subsequent discussion to which many distinguished 
industrialists contributed.] 


Hicks (J. R.). The Problem of Budgetary Reform. Oxford : 
Clarendon Press, 1948. 7”. Pp. 95. 5s. 
[To be reviewed. ] 


Hirst (F. W.). The Stock Exchange. 4th edition. London: 
Oxford University Press, 1948. 6’. Pp. 224. 5s. 


[A new, fourth, edition. It contains a final chapter on the London Stock 
Exchange, 1931-46, by a Member of the House.]} 


Hopson (J. W.) and Henry (H.) (Ed.) in collaboration with 
Browne (G.). The Rural Market. A compilation of facts relating 
to the agricultural industry, rural standards of living and purchasing 
habits. London: Hulton Press, 1948. 103’. Pp. 132. 21s. 


[To be reviewed.] 


Hurcoms (Sir Cyrit). The Organization of British Transport. 
London : British Transport Commission, 1948. 84”. Pp. 25. 


[A paper by the Chairman of the British Transport Commission outlining 
the organisation of British Transport. It is based on two addresses, the first 
to Ashridge College, the second to the Railway Students’ Association.] 


Innis (H. A.). The Press, a neglected factor in the economic history 
of the twentieth century. London: Oxford University Press, 1949. 
7”. Pp. 48. Is. 6d. 


[In this Stamp Memorial Lecture Prof. Innis first describes the technical 
advances by which the cheap newspaper became possible and then the types of 
journalism that it has produced. He comes ultimately to the effects on the 
social sciences of new methods of communication—the growth of popular writing 
and the decline of the influence of the learned volume. This leads him to a 
number of very provocative obiter dicta both about individual economic writers 
and about the trends of economics. This lecture has the greatest virtue of a 
lecture—that it will stimulate thought and argument.] 


JELLINEK (F.). West of the Decline. London: Alliance Press, 
1948. 8’. Pp. 360. 12s. 6d. 


[This is another of those books which put with pretentious Germanic scholar- 
ship the Continental Liberal case against Socialism and Communism. The 
Spenglerian Allwisseret of the title is unsupported by the text: the author’s 
economic case against Socialism as promoting inflationary philosophies is vitiated 
by the scurrility of his invective against socialist economists; and his solution to 
the spiritual problem of Communism—a voluntary ‘“‘ Homogeneous State ”’ of 
like-minded men—commands little respect for his grasp of political sociology. 
The ingenious epigrams which interlard the tortuous style hardly repay the effort 
of following the argument.] 

John Maynard Keynes, 1883-1946, Fellow and Bursar. A Memoir 
prepared by direction of the Council of King’s College, Cambridge. 
Cambridge University Press for King’s College, 1949. 84’. Pp. 42. 
3s. 6d. (Plus 2d. postage if ordered from the College Office.) 

[This charming and beautiful memoir was prepared by the direction of the 
Council of King’s College, Cambridge, of which Lord Keynes was Fellow and 
Bursar for many years. It contains tributes to many facets of Keynes’ life by 
Kingsmen who knew him intimately. They include the Provost, Prof. Pigou, 
Mr. C. R. Fay and Mr. Proctor (who writes of his work in the Treasury) as well 
as several others. It has also a very characteristic portrait of Lord Keynes, 
taken at Washington in 1945. Copies may be obtained either through book- 
sellers, or in case of difficulty from the College Office, King’s College, Cambridge. ] 


Lasxi (H. J.). The American Democracy. A commentary and 
an interpretation. London: Allen and Unwin, 1949, 9}. Pp. 
x+ 785. 25s. 
[To be reviewed.] 
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Levy (H.). England and Germany, affinity and contrast. Leigh- 
on-Sea : Thames Bank Publishing Company, 1949. 8”. Pp. v + 167. 
7s. 6d. 


[To be reviewed.] 


Lewis (J.8.). Partnership for All. London: Kerr-Cros Publish- 
ing Co. (John Lewis Partnership), 1948. 84”. Pp. xviii + 532. 
12s. 6d. 

[To be reviewed.] 


Loaan (H. A.) and Inman (M. K.). A Social Approach to Eco- 
nomics. Second edition, revised and enlarged. Toronto: University 
Press, 1948. 9’. Pp. xiv + 757. 

[This is a new, revised, edition of a book which was reviewed by Mr. Guillebaud 
in the issue of December 1948. Two new chapters have been added dealing 
with national income and the problem of full employment. Various chapters 
have been largely re-written. A section on Socialism has been added. In other 
ways the book has been brought up-to-date.] 


Lonpon County Counc. Statistical Abstract for London, 
1937-1946, with 1947 figures where available. Vol. XXX. London: 
London County Council, 1948. 10’. Pp.97. 5s. 

[This first post-war abstract covers the years 1937 to 1946 with 1947 figures 
added where possible. It contains an immense amount of statistical information 
in the fields of health and vital statistics, area, population and rateable value, 
education and public-utility services. ] 


Ocativie (Sir FREDERICK W.). The Importance of Travel as a 
Factor in International Trade. London: British Travel Association, 
1948. 8}. Pp. 15. 

[A lecture delivered under the auspices of the International Union of Official 
Travel Organisations. Sir Frederick Ogilvie surveys the possibilities of tourist 
earnings as a contribution to our balance of payments. ] 


PuaDkE (N.S.). Birth-Pangs of New Kashmir. Bombay: Hind 
Kitabs, 1948. 7”. Pp. 34. As. 8. 

[This pamphlet was written in the summer of 1948 when fighting was still in 
progress in Kashmir. It describes in vigorous language, from the point of view 
of an Indian, the origins and early course of the conflict with Pakistan.] 


Picou (A. C.). The Veil of Money. London: Macmillan, 1949. 
8”. Pp. viii+ 150. 8s. 6d. 


[To be reviewed.] 


PunexaR (S. D.). Trade Unionism in India. A study in in- 
dustrial democracy. Bombay: New Book Co., 1948. 84’. Pp. 
xv + 407. Rs. 17-8. 

[The author of this study is research officer of the Ministry of Labour of the 
Government of India. No authoritative study was previously available on this 
important subject. He traces the history of trade unionism and the slow develop- 
ment of freedom of associations with chief emphasis on the period from 1919 to 
the present. It is not easy to assess the present strength of the trade unions. 
So far as can be judged out of some 67 million workers in 1938-40 no more than 
about 600,000 were members of unions—a little under 1%. This may be com- 
pared with about 10% in U.S.A., 33% in the United Kingdom and about 48% 
in Australia. The author goes on to discuss the methods and functions of unions, 
the extent of collective bargaining, mutual insurance, as well as problems of organ- 
isation and structure.] 


Ras (K. N.). The Monetary Policy of the Reserve Bank of India. 
Bombay: National Information and Publications. 8}. Pp. 177. 
Rs. 12/-1. 


[To be reviewed.] 
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RENOLD (Sir CHARLES). The Nature of Management. Occasional 
Papers No. 2. London: British Institute of Management, 1949. 
9”. Pp. 15. 2s. 6d. 


[This is Occasional Paper No. 2 in the same series as that by Mr. Urwick, noted 
below. Sir Charles Renold’s paper is much more deeply concerned with the 
fundamentals of management, in what one means by management, the relations 
of the Board to its Managing Director and its executive generally, the functions of 
management and its organisational structure, the objectives and methods of 
management, and finally control and accountability. Sir Charles Renold’s main 
thesis is that the purpose of management is action, but action at second-hand by 
others. From this concept springs his idea of management using a community 
in order to achieve a purpose. | 


REYNOLDs (Cuirton). A Simple Guide to Big Business. London : 
Bodley Head, 1949. 8’. Pp. ix + 392. 10s. 6d. 


[This book, by the author of Glory Hill Farm, utterly defies review or summary. 
It is best described as a verbal transcript of a lively evening’s gossip about big 
business, ramps, rings, manipulations, mergers, monopolies and machinations 
generally. It is as unsystematic as an encyclopedia. It is as irresponsible as a 
back-bench speech. It is as packed with information, possibly inaccurate (no 
reviewer can hope to check it), as a war-time train with passengers. It gaily 
traverses the whole straggle of British industries from beef and bacon, through 
copper, steel and aluminium, soap and margarine, patent medicines and gin, to 
the dogs, the Opera and the “ prep.’’ school. It manages to touch on hundreds 
of varieties of enterprise which have hitherto eluded the economic text-book. 
Whether he who reads will be a better man, it would be difficult to say. He will 
certainly be the gayer and probably the wiser. ] 


Ricw (E. E.) (Ed.). Minutes of the Hudson’s Bay Company, 
1679-1684, First Part, 1679-1682. With an introduction by G. N. 
Clark. 1945. Pp. xlvi + 378. Second Part, 1682-1684. 1946. Pp. 
xlvii + 368. London: Hudson’s Bay Record Society. 9}. 


[These volumes throw important light on a dark period in the history of the 
Hudson’s Bay Company and make it possible at last to understand the course 
of development of organisation during the formative years. The problems 
of establishing a trading organisation concerned with a highly valuable light-bulk 
article are illustrated in detail in the minutes and in the elaborate supporting 
material of the volume. It is a period in which threats of competition from 
members of the company and from foreign powers are met and crushed. The 
editing has been carefully done, though additional notes on the very valuable 
report by John Nixon, Appendix A (first part), would have been welcome. 
The work continues in the tradition of the high standing established by Mr. Rich 
and suggests the need for a comment on the efficiency of the arrangement under 
which he has worked with the Hudson’s Bay Record Society and the Champlain 
Society. He has been able through the arrangements with the Champlain 
Society to attract competent scholars and to avoid the pitfalls which surround 
work done directly under the auspices of a single commercial company, work 
which inevitably sinks to the level of a select type of advertising and to which 
competent scholars are not attracted. The Hudson’s Bay Company and the 
Champlain Society are to be congratulated on the success of the arrangement 
and on the competence of their editor.] 


Roap Transport Executive. Gazetteer of Undertakings acquired 
to December 31st, 1948. No.4. London: Road Transport Executive, 
1949. 8”. Pp. 64. 


[A revised schedule of undertakings acquired.] 


Rostas (L.). Comparative Productivity in British and American 
Industry. (National Institute of Economic and Social Research, 
Occasional Papers, No. XIII.) Cambridge: University Press, 1948. 
93”. Pp. xxii + 263. 18s. 


[To be reviewed.] 
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Scuumann (C. G. W.) and ScnrurKkocen (A. E.). Industrial 
and Commercial Share Price Indices in South Africa. University of 
Stellenbosch: Bureau for Economic Research, 1948. 10”. Pp. 
97. 


[This volume, the first publication of the Bureau of Economic Research of the 
Faculty of Commerce of the University of Stellenbosch, aims to throw light on the 
fluctuations of share prices as an indication of economic trends and fluctuations, 
It gives a number of weighted series covering the period 1910-46. The text is in 
parallel columns of Afrikaans and English.] 


Srers (D.). Changes in the Cost-of-living and the Distribution 
of Income since 1938. Oxford: Basil Blackwell (Oxford University 
Institute of Statistics), 1949. 93’. Pp. 84. 6s. 


[To be reviewed. ] 


A Social Survey of Singapore. A preliminary study of some 
aspects of social conditions in the municipal area of Singapore, De- 
cember 1947. Singapore: Department of Social Welfare, 1948. 
84’. Pp. viii + 165. 

[This survey was originally proposed at the end of 1946 because social policy 
was operating in the dark about the dimensions of many of the problems that had 
to be tackled. The survey was based on a sample of 5,000 households, represent- 
ing about one house in thirty. The enumerators were largely drawn from 
students at Raffles College, the College of Medicine and St. Andrew’s School, 
a3 well as from the Social Welfare Department of the Government. The informa- 
tion secured, and here published, covered a wide range of information about the 
size, composition and racial distribution of households, the number of wage 
earners and their relationship to the head of the house, occupation and its relation 
to race, duration of settlement and other characteristics, housing and overcrowding, 
education, and ties with homelands of immigrants.] 


Sovant (N. V.) (Ed.). Reports of the Commodity Prices Board. 


Poona: Gokhale Institute of Politics and Economics, 1948. 10”. 
Pp. xv + 238. 15s. 

[The Commodity Prices Board was appointed in February 1947 to review the 
prices of all commodities and advise the Government as to the prices to be fixed 
for controlled commodities. It was composed of three members, including 
Mr. Gadgil of the Gokhale Institute. It produced over a short period twelve 
reports, covering most of the main commodities. In the autumn of 1947 both 
the President and Mr. Gadgil resigned because their recommendations were over- 
ruled with no indication to the Board as to the reasons. Shortly afterwards there 
was a general move towards decontrol, and the necessity for the Board disappeared. 
Since the reports were of some interest and their official publication was likely to 
be long delayed, Mr. Gadgil has induced the Government to permit their publica- 
tion by the Gokhale Institute.] 


Sovani (N. V.). The Social Survey of Kolhapur City. Part I. 
Population and Fertility. Poona: Gokhale Institute of Politics and 
Economics, 1948. 83’. Pp. 83. 8s. 

[This section of the Social Survey of Kolhapur covers population and fertility. 
It contains much interesting information derived from a questionnaire covering 
2,825 women between the ages of thirteen and fifty. It is interesting that an 
estimate of the net reproduction rate (assuming that life tables for the Bombay 
Presidency in 1931 can be applied to Kolhapur) comes out at 1-15.] 


SUBRAHMANYAM (A. N.). An Enquiry into Economic Theory. 
(Studies in Economics and Politics, No. 4.). Mysore: Government 
Branch Press, 1948. 8}. Pp. viii+ 115. Rs. 1/4/-. 


[This small study seeks to consider the most recent trends in the theory of 
economic equilibrium. The author aims to bring into focus the ideas of the chief 
writers of the last fifteen years, both in England and in America.] 
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Urwick (L.). A Short Survey of Industrial Management. Occa- 
sional Papers No. 1. London: British Institute of Management, 
1949. 9”. Pp. 31. 2s. 6d. 


[This is the first of a new series of occasional papers to be published by the 
British Institute of Management. Mr. Urwick has surveyed briefly but effectively 
the field of scientific management from Babbage and F. W. Taylor to Mary 
Parker Follett and Elton Mayo. This is a really useful statement of the present 
state of thought over the whole field of management. But an academic critic 
may well derive the impression that the subject is still too much an arena of 
“systems” and slogans and protagonists, and too little a matter of clearly 
defined issues and rigidly scientific arguments. ] 


WuitTakeErR (H.). The Harold Whitaker Collection of County 
Atlases, Road-Books and Maps presented to the University of Leeds. 
Leeds: Brotherton Library, 1947. 10”. Pp. 143. 10s. 6d. 


[This is a Catalogue of County atlases, road-books and maps presented to the 
University of Leeds. The principal section contains atlases of the English 
counties in chronological order from 1579 to 1901.] 


American. 


Buu (J.). Noble Landowners and Agriculture in Austria, 1815- 
1848. A study in the origins of the peasant emancipation of 1848. 
(Studies in Historical and Political Science, Series LXV, No. 2.) 
Baltimore : John Hopkins Press, 1947. 9’. Pp. 295+ xiv. $4.00. 


[This is a study of the origins of the peasant emancipatioa of 1848 and the 
part played by noble landowners in effecting the changes. The study is concerned 
mainly with five of the fifteen lands which made up the Austrian Monarchy 
of that time. Bohemia, Moravia-Silesia, Lower Austria, Hungary and Galicia. 
The conclusions are that the noble landowners were leading advocates of agrarian 
reform, that their principal reason was an economic one, that the underlying 
causes were a large growth of population, expanding markets for agricultural 
produce, improved transport and thus an interest in capitalistic agricultural 
production among the landowners. ] 


BuEHLER (A. G.). Public Finance. Third edition. New York 
and London: McGraw-Hill, 1948. 9’. Pp. xiii + 740. 30s. 


[A third edition of a book first published in 1936. It is mainly concerned 
with the particular problems of the United States, but includes for purposes of 
comparison a certain amount of information about Great Britain and other 
countries, as well as many references to the literature of the subject outside the 
United States. This is a very solid and competent text-book which deserves 
careful consideration, but it will probably be regarded as a little too much devoted 
to American problems to be usable as a general text in an English university.] 


Business Management Action Against Depression. Danger Signs : 
some do’s and don’ts. Washington: Chamber of Commerce of the 
U.S.A., 1948. 9’. Pp. 16. 20 cents. 


[This pamphlet asks questions rather than propounds answers. It lists a 
series of basic questions and current problems and presents the current statistics. 
It then prints a series of statistical indicators and invites the reader to indicate 
for the present and for a year hence whether these will be on the rise, or peak, 
on the way down or at bottom. The reader is invited to revise his estimates from 
time to time and compare them with actual performance. The purpose is not 
wholly clear. Is it to prevent us acquiring an exaggerated faith in our own 
infallibility ? or is it merely to make us think, and so create an intellectual 
background to our semi-instinctive judgments ?] 


CLayTon (W. L.) and Others. Economic Institute on America and 
the International Trade Organization. Washington: Chamber of 
Commerce of the United States, 1948. 9’. Pp. 101. $1.00. 


_[This includes addresses by W. L. Clayton, J. Abbink, H. 8. Piquat, Clair 
Wilcox, Arthur Besse, J. L. Coulter and Wilbert Ward delivered at a conference 
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on America and the International Trade Organisation held in Washington during 
June 1948. All points of view are represented, and there is a short résumé of the 
discussions. ] 


DIETERLEN (P.) and Rist (C.). The Monetary Problem of France. 
New York: King’s Crown Press (Carnegie Endowment for Inter- 
national Peace) (London: Geoffrey Cumberlege), 1948. 8}. Pp. 
xvii + 98. 14s. 

[To be reviewed.] 


FrirepMan (L. M.). Pilgrims in a New Land. Philadelphia: 
Jewish Publication Society of America, 1948. 8’. Pp. xii + 471. 
$4.00. 


[An account of the contribution made by Jews to American development.] 


GraHaM (F. D.). The Cause and Cure of “ Dollar Shortage.” 
Essays in International Finance, No. 10. Princeton University : 
International Finance Section, Department of Economics and Social 
Institutions, 1949. 9”. Pp. 15. 

[Provided that the title of this pamphlet can be forgotten, it is a very stimulat- 
ing discussion of a very topical problem. The author is convinced that the roots 
of all our troubles are to be found in fixed exchange rates, fixed at inappropriate 
levels. ‘‘ The inherent contradiction between a nostalgic yearning for the fixed 
exchange rates appropriate to unmanaged gold standards (with national price- 
levels moving in substantial uniformity) and the modern desire for national 
monetary independence as a prerequisite to monetary management in the interest 
of high-level employment (with national price-levels moving in aberrant relation- 
ship to one another) is the real explanation not only of the present unbalance 
in international trade but of the inter-war tendency for the world’s gold to move 
to our shores, of the strong demand abroad for stabilisation loans from this country, 
and of the ‘shortage’ of dollars in the outside world when the gold supplies 
of foreign countries had been more or less exhausted and the United States 
was no longer inclined towards foreign investment.’’ Mr. Graham would sweep 
away the whole International Monetary Organisation on the ground that it 
is preventing the emergence of ‘‘ substantially automatic international monetary 
mechanism, persistently working towards equilibrium in the international 
accounts.’ This is a case well worth arguing. But the author never goes below 
the monetary surface into the real underlying causes. He does not pause to 
ask whether a worsening of the terms of trade can permit the solution of the essential 
practical problems of the short-term balance of payments of war-shattered 
countries, which must eat and buy materials on some minimum scale, even if it 
serves to strengthen the incentives to their long-term adjustments. The realities 
of ‘‘ dollar-shortage ’’ must involve the facing of these problems.] 


Heaton (HERBERT). Economic History of Europe. Revised 
edition. New York: Harper Bros., 1948. 8’. Pp. xiv + 792. 
[To be reviewed.] 


HEmANN (E.). Freedom and Order. Lessons from the War. 
New York. Charles Scribner, 1947. 8’. Pp. xiv + 344. $3.00. 


[To be reviewed.] 


Hopkins (W. 8.). Labor in the American Economy. New York 
and London : McGraw-Hill, 1948. 9’. Pp. xi+ 368. 2ls. 

[The purpose of this book is to produce a study of labour problems in the 
United States inside the limits of a volume which can reasonably be read in 
connection with a single term’s elementary lectures. The author has aimed to 
exclude vast masses of semi-relevant detail and to ensure that there is a clear thread 
of argument running through the book. He has also aimed to exclude the sort 
of theoretical analysis which can reasonably be assumed to be absorbed from 
courses or reading in economic theory. The book plunges straight into the 
problems. It begins in Part I with unemployment and the various categories 
of it that may be distinguished. It goes on next to problems of wage and working 
conditions. In Part II the methods of collective bargaining, trade unions, 
employers’ associations and employers’ weapons are discussed, leading up to 
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negotiations and agreements and to conciliation and arbitration. Part III covers 
the public interest and national labour policy. Appendices print the Employment 
Act of 1946, the Wagner and Taft—Hartley Acts, and the President’s Veto Message 
of the latter.] 


Horton (B.J.), Rrpuey (J.) and Scunaprer(M.B.). Dictionary of 
Modern Economics. A handbook of essential information concerning 
the basic terms of business, finance, commerce and modern economic 
society. Washington: Public Affairs Press, 1948. 9”. Pp. ix + 
365. $5.00. 

[The authors of this dictionary argue in the introduction that the greater 
complication of economics since Palgrave’s Dictionary of Political Economy 
requires that ‘‘ some effort be made to assemble and co-ordinate—primarily for 
the layman and incidentally for the college student—reasonably lucid definitions 
of those terms which cover the economic facts of life.” With that strictly 
limited objective, this dictionary will be of use. But it would be dangerous to 
challenge comparison with Palgrave. It is made up in the main of short entries 
of five to ten lines giving a necessarily very summary account of the matter under 
discussion. It defines but does not as a rule discuss. There is no indication 
(as in Palgrave) of the literature to which a student might go for further informa- 
tion. The individual entries are on the whole accurate and clear, but they 
include a certain number in which the statement is, at the least, open to doubt.] 


HvuutTGREN (T.). American Transportation in Prosperity and De- 
pression. New York: National Bureau of Economic Research, 
1949. 9’. Pp. xxxiii + 397. $5.00. 

[This volume forms the third in the National Bureau Series of Studies in 
Business Cycles. It does not attempt to carry the examination of the problem 
beyond 1938. Its main purpose is to consider the cyclical changes in input and 
output, the variations of employment and their relations to fluctuations of traffic, 
the relations of the cyclical movements to the secular changes that were affecting 
both the volume of goods to be carried and the competition of road with rail. 
This is an important and authoritative monograph which should be studied both 
by those concerned with trade cycles in the U.S. and by those interested in the 
economics of transport.] 


Inheritance and Estate Taxes in Kentucky. Department of 
Revenue, Commonwealth of Kentucky, Special Report No. 6. Lexing- 
ton, Kentucky : Bureau of Business Research, 1947. 9”. Pp. 104. 


[This study was prepared for the Department of Revenue of the State of 
Kentucky by Prof. E. Z. Palmer, late of the Department of Economics of the 
University of Kentucky, Prof. R. Sullivan, now. Professor in the same Depart- 
ment, and Mr. Ellis Sulton former Director of the Division of Income Taxation.] 


KiniincswortH (C. C.). State Labor Relations Acts. A study of 
public policy. Chicago University Press (Cambridge University 
Press), 1949. 9”. Pp.x + 328. 22s. 6d. 


[This book deals with the content and policy of the legislation regulating 
labour relations in the separate States of the U.S.A. In the process of so doing, 
it makes more than incidental reference to the corresponding provisions of 
Federal legislation. The reasons which the author gives for making a systematic 
study of State legislation are that there are in the U.S.A. some 13 million workers 
in industries which the Federal legislation rarely touches, that State legislation 
may provide a field in which innovations and deviations from prevailing policies 
and methods can be tested before enactment of Federal legislation, and that State 
legislation makes possible a comparative analysis which clarifies some general 
principles of labour-relations policy. The author seeks to show that all labour- 
relations legislation, State and Federal, must fall into one of two broad categories— 
protective, as it protects the right to organise and thereby encourages collective 
bargaining, or restrictive, as it imposes obstacles in the way of trade-union 
organising campaigns and thereby, in effect, whatever may be its intention, 
hinders collective bargaining. The key to public policy in labour relations, he 
concludes, therefore lies in the answer, which he himself does not attempt to 
supply, to the question whether it is collective bargaining or some alternative to it 
that best furthers the public interest. Such an approach may seem an over- 
simplification of the complex considerations affecting policy in the field of 
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industrial relations. The real value of the book lies in its clear exposition of the 
main features of the State legislation which plays a not unimportant part in the 
regulation of labour relations in the U.S.A. and of which so much less is known 
than of the Federal legislation. ] 


Kmpatt (Janet). The Economic Doctrines of John Gray, 1799- 
1883. Washington, D.C.: Catholic University of America Press, 
1948. 9. Pp. viii + 162. 

[This is an excellent example of the short monograph which engagingly 
says all that there is to be said about a figure of secondary importance, relating 
the discussion to the trends and controversies of his time. John Gray is a some. 
what enigmatic and rather shadowy figure. The Lecture on Human Happiness, 
his best-known work, was written when he was twenty-six. In the Social System, 
written when he was thirty-two, he is already much more subdued. His Lectures 
on the Nature and Use of Money, written when he was forty-nine, marks his last 
appearance as an author and controversialist, although he lived for a further 
period of thirty-five years in prosperous silence. He appears to have been a 
striking example of the class of revolutionary whose fervour is gradually sapped 
by worldly success. It is as one of the Ricardian Socialists that Gray occupies 
a certain place in the history of Socialism. One of the most useful chapters in 
this thesis is that in which the author summarises Gray’s lines of attack on the 
Classical School, and the grounds of his repudiation of laissez faire and of com- 
petition. Here already the world is to be run by regulation. In dealing with the 
constructive ideas of Gray, the author rightly emphasises how impractical his 
projects were, and of how little knowledge of ordinary human nature and psy- 
chology he was possessed. There are interesting chapters relating Gray to his 
contemporaries and successors, both in England and on the Continent.] 


Lester (R.) and Suister (J.) (Ed.). Insights into Labor Issues. 
New York and London: Macmillan Company, 1948. 83”. Pp. 
x + 368. 20s. 

[This book consists of thirteen essays in the writing of which seventeen 
authors, all but two of whom hold academic appointments (mostly as associate 
or assistant professors) in the U.S.A., have participated. Some of the essays 
deal with practical problems arising out of the relations between management 
and labour, some with the theory of wages, some with matters affecting only 
the present situation in the U.S.A., some with more general questions of wider 
interest. The editors state that no attempt has been made to co-ordinate the 
essays or to present a common point of view, and it is difficult to see how, with such 
a variety of subjects, any such attempt could have been made. If, however, 
one seeks a theme common to the majority of the essays, it can perhaps be found 
in an attempt to grapple with what for American industry are comparatively 
new problems—the recent growth of trade-union organisation and the still more 
recent tendency to widen the scope of collective bargaining. The growth of trade 
unions has not only increased the amount of collective bargaining, but, in some 
industries and some areas, has altered its nature so that the former American 
pattern of collective bargaining between an individual employer and a trade 
union is in some cases being displaced by bargaining on behalf of a whole industry 
within a particular area. This is particularly true of the San Francisco area, 
where industry-wide collective bargaining has been adopted, -partly for reasons 
peculiar to the circumstances there prevailing and partly in conscious imitation 
of British and Swedish methods. It is with problems of transition such as these— 
their repercussions on the theory and practice of wages and industrial relations 
—that many of the essays deal.] 


LiIntTNER (J.). Mutual Savings Banks in the Savings and Mortgage 
Markets. Boston: Harvard University, Graduate School of Business 
Administration, 1948. 8”. Pp. 559. $6.50. 

[This is an exhaustive and definitive monograph which analyses with great 
care the practice and policies of mutual savings banks. While their position 
is strong and their importance in the accumulation of savings is great, they have 
been declining in recent years relatively to other agencies, particularly life in- 
surance. The author considers how their services may be improved, including 
the development of life-insurance business. He goes on to examine the invest- 
ment policies and gives the results of a large sample investigation of more than 
10,000 individual mortgage loans made by Massachusetts mutual savings banks 
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since 1918. On the basis of this investigation he is able to make suggestions for 
the reduction of risks in such business. } 


Loucks (W.N.) and Hoot (J. W.). Comparative Economic Systems. 
Third edition. New York: Harper Bros., 1948. 9”. Pp. xv + 836. 
[To be reviewed.] 


MetzueR (L. A.) and Others. Income, Employment and Public 
Policy. Essays in Honor of Alvin H. Hansen. New York: W. W. 
Norton, 1948; and London: Allen and Unwin, 1949. 83”. Pp. 
viii + 379. 21s. 

[To be reviewed. ] 


Morcan (T.). Hawaii, a Century of Economic Change, 1778-1876. 
Cambridge, Mass.: Harvard University Press (London: Geoffrey 
Cumberlege), 1948. 83’. Pp. xi + 260. 22s. 

[This is a very thorough and scholarly study of Hawaii. It begins with a de- 
scription of the status of the Hawaiians in 1778, tracing their original colonisation, 
the population, land tenure and organisation of production at that time. It goes 
on to describe the decay of feudalism over the period 1778-1844, showing the 
results of the early fur and sandalwood trade, the social effects of whaling, the 
coming of the missionaries, the gradual introduction of new techniques and of 
money, and the collapse of native moral. There follows a more detailed study of 
the period 1845-76 with land reform, the peak and subsequent collapse of whaling, 
the Californian gold rush with sudden new demands for agricultural products, 
and the growth of new industries, chief among which was sugar. The author 
manages to combine a readable and fascinating account of the developments 
over the century with a wealth of statistical detail.] 


Mouton (H. G.). Economic Systems. Free Enterprise, Com- 
munism, Socialism, Hybrids: regulations compatible with private 
enterprise. Washington: Brookings Institution, 1948. 8”. Pp. 55. 
50 cents. 

[This pamphlet forms Chapter VI of the volume entitled Controlling Factors 


in Economic Development by the same author, published by the Brookings In- 
stitution. ] 


NATIONAL PLANNING AssociATION. Planning Pamphlets. No. 65. 
Can Farmers Afford to Live Better? By L. Nelson. Washington D.C. : 
National Planning Association, 1948. 74’. Pp. viii + 32. 50 cents. 

(The author of this pamphlet argues that it is in the national interest, as well 
as in that of the farmers themselves, that they should use their good incomes of the 
present to raise living standards, improve conditions, and make rural life more 
attractive to the younger generation so far as supplies of goods permit, or failing 
that to save temporarily in order to buy similar goods later.] 

Pecrum (D.F.). The Regulation of Industry. Chicago: Richard 
Irwin, 1949. 9”. Pp. xii + 497. $4.75. 

[To be reviewed.] 


A Program for Community Anti-Communist Action. Washington : 
Chamber of Commerce of the United States, 1948. 9”. Pp. 56. 
50 cents. 

[The preface of this pamphlet says that its purpose is to frustrate the latest 
move of the American Communists: ‘‘ having found new resistance at top levels 
—in Government, unions, the Press and other means of communication—([they] 
have received instructions to work more directly on the masses of the people 


at the local level.”” The Chamber of Commerce of the United States is determined 
to block this.] 


Rosinson (J.) and Others. Were the Minorities Treaties a Failure ? 
ed York: Institute of Jewish Affairs, 1943. 9”. Pp. xvi + 349. 

00. 

[An examination of the treaties made after 1914-18 with the smaller states 
of Eastern Europe and the Middle East.] 
No. 234—VoL. LIx. x 
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Sanpers (‘T. H.). Company Annual Reports to Stockholders, 
Employees, and the Public. Boston: Harvard Business School, 
1949. 8”. Pp. xiii + 338. $3.75. 

[To be reviewed.] 


SpreceL (H. W.). The Brazilian Economy: chronic inflation 
and sporadic industrialization. Philadelphia: Blakiston Company, 
1949. 8”. Pp. xiii + 246. $4.50. 

[This study of the Brazilian economy begins by discussing the national 
income, prices and finances of the country. It goes on to its population and 
man-power resources, its foreign trade and foreign loans and investment. It 
ends with two groups of chapters discussing the agricultural problems and the 
industrial development.] 


Taytor (P. E.). The Economics of Public Finance. New York 
and London: Macmillan, 1948. 8”. Pp. xxiii + 617. 22s. 6d. 
[To be reviewed.] 


THomson (C. A. H.). Overseas Information Service of the United 
States Government. Washington D.C.: Brookings Institution, 1948. 
9”. Pp. xii+ 397. $4.00. 

[An account of the work of the United States Office of War Information and 
of the information services of the Co-ordinator of Inter-American A ffairs.] 


WuirtLesgEy (C. R.). Principles and Practices of Money and 
Banking. New York and London: Macmillan, 1948. 8’. Pp. 
xxiv + 688. 24s. 

[This is a solid and useful text of money and banking which has many of the 
virtues and some of the disadvantages of being old-fashioned. It starts with 
basic concepts, the use of money and the development of forms of money. It 
goes on to credit instruments, banking and the functions of banks and associated 
financial and credit institutions. It then proceeds to a brief and agnostic review 
of monetary theories. Having disposed of these preliminaries in 100 pages 
it can get down to a solid 550 pages of banking principles, problems and practices. 
The currency and banking history of the U.S.A. gets full measure of treatment. 
The financial history is covered pretty fully not only between the wars, but right 
down to 1945. Fiscal policies for full employment (including the British White 
Paper) get a chapter. Finally current financial problems are examined with a 
yn eye to the effect of interest rates, national debt and deficit financing, and 
the problems of international finance, exchange, the I.M.F. and reconstruction. 
A very solid, useful and informative book, well worth consideration, but the verdict 
may be that it is better suited as an American than as 4 British text.] 


Woman (L.). Industry-Wide Bargaining. New York: Founda- 
tion for Economic Education, 1948. 9’. Pp. 63. 50 cents. 


[Prof. Wolman is gravely concerned about the dangers to the American 
economy from nation-wide wage bargaining. ‘‘ The theory on which the national 
union operates is essentially monopolistic. . . . Once they achieve or approximate 
full control over a competitive industry, national unions become, next to the 
government, the next effective cost-and-price-raising instruments of modern 
times. In the long run they have this effect not only by reason of their 
wage policies but through the ways they limit the right to manage and devise 
elaborate and cumulative restrictions of output.” ‘‘ The most urgent and effective 
means for dealing with the evils which have arisen in labor relations consist in 
removing the special privileges granted organized labor by government during 
the last decade. . . . At bottom, however, the problem of labor monopoly cannot 
be effectively dealt with unless, and until, the immunity to the anti-trust laws 
which organized labour has enjoyed since 1914 is withdrawn.’’] 


Zier (G. K.). Human Behaviour and the Principle of Least Effort. 
Cambridge, Mass.: Addison-Wesley Press, 1949. 9’. Pp. x + 578. 
$6.50. 

[To be reviewed. ] 
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French. 


Capart (J.). Régime Electoral et Régime Parlementaire en 
Grande-Bretagne. Cahiers de la Fondation Nationale des Sciences 
Politiques, No.5. Paris: Armand Colin, 1948. 93”. Pp. 224. 


(The author, impressed by the stability of British political institutions 
compared with those of France, has endeavoured to ascertain how far the British 
electoral and parliamentary systems could be applied to his own country. The 
result is a well-documented account of the evolution and present structure of 
British politics including a careful statistical analysis of recent elections compiled 
from authoritative British sources. A distinctive feature of the book is a short 
appraisal of the case for proportional representation. M. Cadart concludes that 
the instability of French political conditions means that the British system of 
majority rule would not be readily applicable to France—“ the parliamentary 
system (in France) runs the risk of disappearing altogether. It is merely 
sufficient for a party to be hostile to the parliamentary system or simply indifferent 
to it, in order for it to bring about its downfall and replacement by another form 
of government.” Finally, M. Cadart places particular emphasis upon the right 
of dissolution afforded to the government in power in Great Britain which 
promotes stable majority rule. It is therefore paradoxical that this right is 
denied to the executive in France primarily in order to preserve the supremacy 
of the National Assembly.] 

D’Estaine (E. G.). Le Chemin de la Pauvreté. Paris: Spid, 
1947. 7”. Pp. 292. 

[The publishers claim for this book that it is the French counterpart to Hayek’s 
Road to Serfdom. This is a poor description of it, for it is much narrower in scope. 
M. D’Estaing is solely concerned with the development of a strong indictment 
of the post-war economic programmes of successive French governments 
committed to extensive nationalisation projects. The main characteristic of the 
book is its polemical style of the best French journalistic tradition—‘* Dieu, le 
Pére, ayant créé le monde, s’arréta le septi¢me jour. Mais vint le dirigiste qui le 
huitiéme jour, prétendit parachever |’cquvre qu’il estimait incompléte.”’! As one 
might expect, the case against State direction is rather overstated. It might well 
be argued that political exigencies alone cannot acquit successive administrations 
in France from the charges brought against them with regard to fiscal and 
financial policy and its effect on wages and prices. M. D’Estaing drives home 
this point with great force. However, the complex problems of the post-war 
French economy cannot be solved merely by a return to ‘‘ la santé monétaire.”’ 
The reviewer has looked in vain for mention of the Monnet Plan, but M. D’Estaing 
has concentrated so much upon the description of particular failures in the various 
sectors of the French economy that he seems to have been unaware of any overall 
economic recovery programme for his own country. |] 


GorTz-GirEY (R.). La Pensée Syndicale Frangaise militants et 
théoriciens. Paris: Librairie Armand Colin, 1948. 93”. Pp. 173. 


[This book contains a useful outline-history of tendencies in French trade 
unionism. Those who remember that stimulating but evanescent first contact 
with the ideas of the French syndicalists, introduced to us through G. D. H. Cole’s 
World of Labour at the time of the First World War, will read Professor Goetz- 
Girey’s chapters about Pelloutier and Sorel, the Fédération des Bourses du 
Travail and the birth of the C.G.T., with special relish. In Part 2 the author 
proceeds to describe what he chooses to call ‘‘ le syndicalisme intégré et con- 
structeur”’; among which he includes the theories of Molinari, Durkheim and 
Duguit and the practice of the ‘‘ syndicats jaunes,” and of the catholic and the 
reformist unions. From this he proceeds to describe the rise of the idea of 
Corporativism (embodying the notion of an identity of interests of workers and 
employers) and to discuss the réle of trade unions in an ‘‘ économie dirigée.”’ 
The short concluding chapter on the future of trade unionism brings an interesting 
ae to a rather disappointing close, and contains little that is stimulating or 
new. 


. GonnaRD (R.). La Conquéte Portugaise. Découvreurs et 
Economistes. Paris: Librairie de Medicis, 1947. 74”. Pp. 162. 
150 fr. 
[The British reader will be familiar with the story of sixteenth-century 
Portuguese discoveries, but there must hardly be one book in the English language 
x2 
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which considers the writings of the Portuguese mercantilists who examined the 
economic effects of early colonial expansion. Prof. Gonnard gives a highly 
interesting summary of the views of four of them, Luis Mendes de Vasconcelos, 
Duarte Gomes Solis, Severin de Faria and Duarte Ribeiro de Macedo, all of whom 
wrote within the period 1580-1680. The writings of the first-named, Vasconcelos, 
are noteworthy for their critical appraisal of the economic and political effects of 
Iberian colonial policy.] 


Les Minorités Ethniques en Europe Centrale et Balkanique. Insti- 
tut National de la Statistique et des Etudes Economique. Paris: 
Presses Universitaires, 1946. 93”. Pp. 93. 

[A short study of racial minorities in Eastern Europe covering the Balkans, 
Italy, Austria and Czechoslovakia. Because of the profound changes wrought by 
the Second World War, the study has been limited to a description of the location 
and vital statistics of minorities in these countries using 1938 for comparative 
purposes. } 

Mossé (R.). Le Systeme Monétaire de Bretton Woods. et les 
Grands Problémes de l’Aprés-Guerre. Paris: Recueil Sirey, 1948. 
10”. Pp. 152. 

[To be reviewed.] 


WaLineE (P.). Les Relations entre Patrons et Ouvriers dans 
Angleterre a’aujourd’hui. Paris: Marcel Riviere, 1948. 9’. Pp. 
304. 400 fr. 

[To be reviewed.] 


Dutch. 


Kernkamp (J. H.). Economisch-historische Aspecten van de 
Literatuurproductie. °S-Gravenhage: Martinus Nijhoff, 1949. 9”. 
Pp. 32. 

[This is a reprint of Dr. Kernkamp’s inaugural lecture at the Rotterdam 
School of Economics. It surveys the economic history of printing and publishing 
on the Continent, and gives some fascinating glimpses of the fairs held at regular 
intervals in Leipzig and Frankfurt as early as the sixteenth century. ] 


Swiss. 


BAUMGARTNER (R.). Die wirtschaftliche Bedeutung der chemischen 
Industrie in Basel. Berne: Francke, 1947. 9’. Pp. 197. 


[A detailed statistical study of the sections of the Swiss chemical industry 
that are located in Basle and their relation to the Swiss chemical industries as a 
whole. Most of the data refers to 1939.] 


BrcuincEr (J.-F.). Les Conditions Economiques de la Paix. 
Lausanne : Librairie F. Rouge, 1947. 9’. Pp. 264. 


[The first two-thirds of this book are devoted to reviewing in successive 
sections the principal books on the economic bases of peace. The authors 
selected for treatment include E. H. Carr, J. E. Meade, Hans Heymann, Oswald 
Dutch, Lord Beveridge, Antonin Basch. In the last third of the book the author 
goes on to develop his own ideas of the roots of our present difficulties, the extent 
to which they are economic rather than psychological, the underlying moral causes 
and the possible remedies. ] 


Sartzew (M.) (Ed.). Ziircher Volkswirtschaftliche Forschungen. 
Vol. 34. Etienne Bonnot de Condillac. By P. Meyer. 1944. Pp. 
viii + 252. Sw. fr. 15. Vol. 35. Der Staat und die Kartelle. By 
E. Eggmann. 1945. Pp. xii + 224. Sw. fr. 15. Vol. 36. Der 
Suezkanal als Konjunkturanzeiger der Weltwirtschaft. By G. Mehrlin. 
1945. Pp. xxii+ 221. Sw. fr. 17.50. Vol. 37. Der Gedanke der 
Autarkie. By J. Niehans. 1945. Pp. xx + 248. Sw. fr. 16. 
Vol. 38. Jean-Joseph-Louis Graslin. By E. Borschberg. 1946. 
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Pp. x + 193. Sw. fr. 13.50. Vol. 39. Der Personennahverkehr der 
Stadt Ziirich. By E. Jager. 1946. Pp. xx + 375. Sw. fr. 27.50. 
Vol. 40. Die Saisonschwankungen in der schweizerischen Volkswirt- 
schaft. By F. Ehrsam. 1948. Pp. xvi+ 252. Sw. fr. 22.50. 
Ziirich : H. Girsberger. 9}”. 

[To be reviewed.] 


German. 


BrinKMANN (C.). Soziologische Theorie der Revolution. Gét- 
tingen : Vandenhoeck and Ruprecht, 1948. 9’. Pp. 117. 
[To be reviewed. ]} 


BRINKMANN (C.). Wirtschaftstheorie. Géttingen: Vandenhoeck 
and Ruprecht, 1948. 83’. Pp. 135. 
[To be reviewed.] 


ErcHBorN (R. von). Spezialwérterbuch fiir Handel und Wirtschaft. 
II Teil: Englisch-Deutsch. Stuttgart: Deutsch Verlags-Anstalt, 
1948. Pp. 391. 


[This is the English-German portion of a dictionary or vocabulary of com- 
mercial, financial and industrial terms, the German-English portion of which 
has already appeared. The present volume is likely to be of great assistance to 
all who are concerned with finding the correct German equivalent for expressions 
which are in current use in the business world. Any one who has tried to use an 
ordinary dictionary for this purpose will know that these terms are barely catered 
for at all. Herr von Eichborn’s vocabulary is handy in size and remarkably 
comprehensive within its scope, though its value to the professional economist 
would be increased if it contained more of the special terms which he is accustomed 
to use. A certain number of these are, indeed, to be found here, such as marginal 
utility and disutility, marginal cost, but not marginal revenue, nor comparative 
costs, nor the terms of trade, nor many other familiar terms. There is one rather 
surprising omission, which is surely an unfortunate one—no genders are attached 
to any of the German nouns, with the result that the user whose native language 
is English and who is not already familiar with German, must either guess at the 
gender or look the word up in a German-English dictionary. Despite these 
criticisms there is good cause to be grateful for a soundly conceived and well- 
executed English-German vocabulary of technical terms employed in trade, 
industry, banking, the stock-exchange and the like. There is also a very useful 
Appendix giving comparative tables of English, American, and metric, weights 
and measures. ] 


Kuczynski (J.). Studien zuz Geschichte des deutschen Imperial- 
ismus. Vol. I. Monopole und Unternehmerverbinde. Berlin : Dietz 
Verlag, 1948. 8”. Pp. 403. 

[To be reviewed.] 

Austrian. 


Itty (L.). Das Gesetz des Grenznutzens. Vienna: Springer- 
Verlag, 1948. 93”. Pp. iv + 344. 
[To be reviewed.] 


Ttalian. 


Borpin (A.). Principi di scienza economica. Turin: G. Giappi- 
chelli, 1948. 10”. Pp. iv+ 250. 13001. 
[The second edition of an introductory text-book first published in 1945. It 


deals on a fairly abstract level with the basic theories of exchange and 
production.] 


_ Borpin (A.). Scambi internazionali e moneta. Turin: G. 
Giappichelli, 1948. 10”. Pp. 406. 13001. 


{A mimeographic reproduction of a course of lectures, delivered at the 
aed” of Turin in the academic year 1947-48, on international trade and 
money. 
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Borpin (A.). Statica economica. Milan: Giuseppe Principato, 
1948. 10”. Pp. viii + 290. 

[A mathematical presentation of the pure theory of value in terms of 
equilibrium analysis, with some reference also to problems of a planned economy. | 


GAMBINO (A.). Problemi della Politica Creditizia. Milan : Rodolfo 
Malfasi, 1948. 9}. Pp. 155. 


[To be reviewed. | 


Morse. (E.). Corso di scienza della finanza pubblica. Vol. I. 
Primi principi di scienza delle finanze e diritto finanziario. Padua: 
Cedam, 1949. 10”. Pp. 322. 12001. 

[The fourth edition of a course of lectures on Public Finance. This first volume 
deals with ‘* First Principles.”’] 


Romani (M.). Pellegrini e viaggiatori nell’economia di Roma dal 
XIV al XVII secolo. Milan: “ Vita e Pensiero,” 1948. 10’. Pp. 
xiii + 350. 12001. 

[This is an historical study of the economic aspects of the pilgrimages to Rome 
from the fourteenth to the seventeenth centuries. The first chapter deals with the 
communications, security and generally with the conditions in which the journey 
was performed. Subsequent chapters consider accommodation in Rome, and 
the charges made on the visitors, and attempt estimates of their numbers. A 
final chapter assesses the repercussions of the pilgrimages on the economic life 
of the city.] 


VoLtPpE (G. LA). Convenienza economica collettiva. Padua: 
Cedam, 1948. 10”. Pp. xvi-+ 281. 20001. 


[A treatise on collective economic welfare. ] 


Spanish. 


LEvI-PROVENGAL (E.) and Gomez (E. G.). Sevilla a comienzos del 
siglo XII. Madrid: Moneda y Crédito, 1948. 7”. Pp. 203. 27 
pesetas. 

[A Spanish adaptation of a French translation of a treatise in Arabic by 
Ibn ’Abdin on Seville at the beginning of the twelfth century. Sefior Gomez has 
retained as they stand Monsieur Levi-Provencal’s introduction and notes and the 
general form of his translation, but has aiso consulted the original Arabic text 
for the adaptation of the treatise itself.] 


Pason (J.). Zarismo y Bolchevismo. Madrid: Moneda y 
Crédito, 1948. 7”. Pp. 217. 27 pesetas. 

[This book—Zarism and Bolchevism—is a collection of three essays entitled 
‘“* The U.S.S.R. and Europe,” ‘‘ The Grand Duchess and the Terrorist’ and ‘‘ The 
Great Trials.’’] 


SarpDA (J.). La Politica Monetaria y las fluctuaciones de la Eco- 
nomia espafiola en el siglo XIX. Madrid: Instituto de Economia 
‘“* Sancho de Moncado,” 1948. 9’. Pp. 366. 

[A study of Spanish monetary policy and the fluctuations in the country’s 
economy during the nineteenth century.] 


VitLALBi(P.G.). Politicadela Produccién. Barcelona: Editorial 
Juventud, 1948. 83”. Pp. xxii + 809. 100 pesetas. 

[This is Volume II of the proposed four volumes of Professor Villalbi’s Curso de 
Politica Econémica Contempordnea. The first part deals with the theory of 
production and the fundamental practical issues of its development; a second 
with the labour problem in production. In a third section Professor Villalbi 
considers agrarian policy in various European countries and the United States, 
animal husbandry and afforestation. A fourth section is devoted to mining and 
other industries. There is a useful index and very full and careful chapter 
headings. ] 
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Swedish. 


LéweEGREN (G.). Swedish Iron and Steel. A historical survey. 
Stockholm : Svenska Handelsbanken, 1948. 9”. Pp. 123. 4Sw. kr. 
[An English version of a short but valuable monograph which outlines the 
history of the Swedish iron and steel industry from the earliest times down to the 
resent days. It contains also some useful material on the iron resources of 


Sweden.] 
Czech. 


Martin, K. and Others. Uvahy o Planovani. Prague: Orbis, 
1948. 8”. Pp. 53. Kes. 24. 

[This booklet has been issued on behalf of the Czechoslovak Planning Com- 
mission and it contains, apart from the essay referred to in the title, also essays 
by H. Mince, the Polish Minister of Industry, on planning in Poland and by N. A. 
Voznésenskij on the war economy of the Soviet Union. Dr. Martin is trying to 
justify planning with a black and white technique which fails to persuade. In 
view of the fact that this essay embodies a lecture given by the author to a 
group of provincial officials of the Communist party, persuasion may not have 
been intended. } 


Simix, J. Export—jeho organisace a technika. Prague: Melan- 
trich, 1946. 8’. Pp. 246. Kes. 120. 

[This is a handbook on the export trade containing chapters on the general 
importance of exports for the national economy, the organisation of an export 
house, the technique of the export trade and the bodies which may assist the ex- 
porter. Though it hardly pretends to be more than an elementary approach to 
the problems covered, it is well written and, within its limits, exhaustive.] 


Spdért, B. and Others. Zemédélské dan. Prague: Orbis, 1948. 
7”. Pp. 452. Kes. 128. 


[This is a detailed commentary on the law relating to the agricultural tax. 
The purpose of the tax is to increase agricultural production by reducing the 
disincentive effects of previous taxation measures, and also, by a measure of dis- 
crimination against the larger farmers, to assist the government in the destruction 
of that class. ] 


Egyptian. 


Nasstr (Erg). Capitalisme ou Collectivisme. Cairo: Les Lettres 
Frangaises, 1946. 93”. Pp. 190. 

[This book ‘examines the relative attainments of capitalist and collectivist 
economies with regard to the raising of the standard of living, maintenance of 
stable employment and suitable social institutions. The first ten pages are a 
familiar recitation of the merits and demerits of Capitalism, concluding with a 
sentence that may be taken as typical of the whole book—‘ it seems that the 
prospects of the resistance and the survival of capitalism are much more the 
function of the degree of force and cohesion of the political and social elements 
which are in combat with it, and a function of the political capacity of the classes 
in power rather than a function of its merits and demerits. The problem is a 
political, social and biological one rather than an economic one.”’ The section on 
Soviet collectivism collates a great deal of statistical material from a large number 
of sourcec, The conclusions are rather indefinite. Collectivism @ la Russe appeara 
to be no substitute for modern Capitalism, in the author’s opinion, but whether 
Capitalism can be reformed is difficult to determine. ] 


Chinese. 


Social Sciences Study Papers. No. 1. National Income of China, 
1933, 1936 and 1946. By Pao-San Ou. 1947. Pp. 26. No. 2. 
China’s Industrial Production, 1931-1946. By Foh-Shen Wang. 1948. 
Pp. 17. Nanking: Institute of Social Sciences. 9’. 

_ [Of these two pamphlets, No. 1 gives an estimate of the Chinese national 
income, built up from somewhat exiguous material. Estimates for 1933 and 1936 
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are taken from an earlier work by the same author. The estimate for 1946 has been 
added, mainly with the aid of comparative data of physical output, not all of 
which has a nation-wide coverage. The resultant estimates are made at pre-war 
prices. They inevitably have a considerable margin of error. They suggest 
that the 1946 national income was about 90-8% of that of 1936, with a population 
some 4:5% greater. No. 2 provides an index of China’s industrial production. 
It is estimated to have risen from 79 in 1936 (1942 = 100) and 36 in 1938 to 
114 in 1945 and then to have fallen to 75 in 1946.] 


Official. 


BRITISH. 


DEPARTMENT OF TRADE AND COMMERCE. Report on the Admini- 
stration of the Emergency Exchange Conservation Act, Schedule III; 
November 17, 1947 to December 31, 1948. Ottawa: Department of 
Trade and Commerce, 1949. 11”. Pp. 31. 

[This very interesting report shows the measures taken by Canada to control 
imports and stimulate home production because of her dollar shortage and the 
changes of imports between 1947 and 1948.] 


GOLDENBERG (H. C.).  Bread-Baking Industry in Western 
Canada. Ottawa: Combines Investigation Commission, Department 
of Justice, 1948. 10’. Pp.115. 25 cents. 

[This is a report by Mr. Carl Goldenberg, who was appointed a Special Com- 
missioner under the Combines Investigation Act to inquire into an alleged Combine 
in the bread-baking industry in the three provinces of Saskatchewan, Alberta 
and British Columbia. | 


OFFICE OF THE INDUSTRIAL ASSURANCE COMMISSIONER. Industrial 
Assurance. Statistical Summary, 1937-1947. London: H.M. 
Stationery Office, 1948. 123”. Pp. 4. 34d. 

[A summary of the results of industrial assurance companies and collecting 
societies incorporated or registered in Great Britain for the years 1937-47. The 
total fund rose from £409 million in 1937 to £736 million in 1947.] 


BELGIAN. 


.Compte Rendu des opérations et de la situation de la Caisse Générale 
d’Epargne et de Retraite de Belgique instituée par la loi du 16 mars 
1865 sous la garantie de Etat. Brussels, 1947. 12’. Pp. 297. 

[A survey for the year 1947.] 


CZECHOSLOVAK. 


The Constitution of the Czechoslovak Republic. Prague : Ministry 
of Information, 1948. 93’. Pp. 77. 


[Part VIII of the Constitution deals with the economic system of Czecho- 
slovakia. It is la’ 1 down that the means and instruments of production shall 
be either national p operty, or the property of People’s Co-operatives, or in private 
ownership of individual producers. Certain industries are enumerated as being 
exclusively national property but the private ownership of small and medium 
enterprises of up to 50 employees, and the private ownership of land in respect 
of farmers who till the land in person where the land does not exceed 50 hectares, 
is guaranteed. Private monopoly organisations operating for profit, in particular 
cartels, trusts and syndicates, are prohibited.] 


Prabéh plnéni hospodarského planu. IL ¢tvrtlet{ 1948. Prague: 
Ministry of Information, 1948. 8’. Pp. 87. Keés. 58. 


[This is a continuation of the series of quarterly reports on the progress of the 
Czechoslovak economic plan. The present volume deals with the second quarter 
of 1948. The presentation suffers from an insufficient commentary to the abund- 
ance of figures contained in the book. If this book is intended for the information 
of laymen it is hardly likely to achieve its object.] 
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Prvni ceskoslovensky pétilety plan. Prague: Ministry of Informa- 
tion, 1948. 8”. Pp.171. Kés. 35. 


[This is a discussion of the economic and legal bases for the five year plan 
adopted by Czechoslovakia in 1948. It contains statements by the Communist 
President and Prime Minister of Czechoslovakia, the text of the Act by which 
the plan has been brought into operation together with the introductory govern- 
ment memorandum to it and detailed figures relating to the sectional plans to be 
attained in every industrial field.] 


Po.LIsH. 


Contribution to Vital Statistics in Poland in 1946 and 1947. 
Warsaw : Central Statistical Office, 1949. 11}. Pp. viii + 32. 


[This volume of vital statistics includes an English preface and the table- 
headings are all in English as well as Polish. } 


Information on Poland. Warsaw: Ministry of Foreign Affairs, 
1949. 10”. 

[A loose-leaf volume of information in English about Poland, issued by the 
Ministry of Economic Affairs of the Polish Republic. It is proposed to prepare 
and circulate further information for inclusion at intervals. The volume already 
includes a great deal of statistical and economic information. ] 


INTERNATIONAL. 


DEPARTMENT OF Economic Arrarrs. Post-war Shortages of Food 
and Coal. Lake Success: United Nations, 1948. 9”. Pp. 37. 50 
cents. 


[This pamphlet aims to throw light on the food and coal shortages from which 
the world has been suffering. The analysis of food shortage is conducted in terms 
of four concepts: the effects of change in the feeding ratio, in the net food- 
consumption ratio, the net import ratio, in home-produced supplies. Un- 
fortunately the exposition is so very obscure that even a careful reader will be 
left in a state of considerable mystification. This would have been much reduced 
if the basic data had been included in the main text rather than in an appendix. 
The problems of coal are examined by attempting to compare the actual fuel 
supplies with those which would have been necessary on the assumption that the 
actual levels of activity of 1946 and 1947 had been associated with the same 
consumption of coal per unit as in 1937. It is far from clear what the authors 
believe that this ratio shows. Does it really show the inadequacy of fuel supplies 
or the economy which we have learned to make? The authors appear to recognise 
that it is in any case misleading because it takes no account of the extent to which 
industrial production was kept down through shortage of coal supplies. ] 


International Bank for Reconstruction and Development. Third 
Annual Report, 1947-1948. Washington: International Bank, 1948. 
11”. Pp. 48. 


[To be reviewed. ] 


INTERNATIONAL LAaBouR OrricE. Housing and Employment. 
Geneva and London: International Labour Office, 1948. 9}. Pp. 
147. 3s. 9d. 


[This is a curious document. It gives the impression of having been written 
by someone immured since 1938 in an ivory tower, remote from all the affairs of 
the world. We are back in a world in which house-building is a means of pre- 
venting unemployment, nations are irrationally unwilling to spend enough on 
housing, taxation ought to be rigged to stimulate investment and exports are to 
be encouraged by nations maintaining a higher level of internal activity. Perha) 
the author is living five years ahead of time instead of fifteen years behind it. 
Perhaps he is too much influenced by United States conditions and prospects. 
But as a contribution to the acute housing problems of the moment in Europe this 
report will not be of great value.] 














306 THE ECONOMIC JOURNAL [JUNE 1949 


INTERNATIONAL Labour OrFicE. Labour Management Co-opera- 
tion in United States War Production. Montreal and London: 
International Labour Office, 1948. 9”. Pp. vi-+ 402. Bound lds. 
Paper lls. 3d. 

[A very full account of the United States handling of the problems of labour- 
management co-operation during the war. It is designed to form a companion 
volume to the study entitled British Joint Production Machinery, published by 
the I.L.O. in 1944. English readers may well find the chapter which makes 
n= of United States and British methods the most interesting part of the 
volume. 


INTERNATIONAL LaBouR OFFICE. Second Session of the Permanent 
Migration Committee. Geneva and London: International Labour 
Office, 1948. 94’. Pp. 172. 5s. 

[The chief questions under consideration were the revision of the Migration 
for Employment Convention of 1939, the drafting of a novel migration agreement, 
the technical selection and training of migrants, the co-ordination of international 
responsibilities. ] 

INTERNATIONAL Monetary Funp. Financial Statement for the 
Period June 1 to July 31, 1948. Washington D.C.: International 
Monetary Fund, 1948. 9”. Pp. 4. 


[A statement of the assets and liabilities of the I.M.F. which includes a full 
record of the holdings of all the various currencies at July 31, 1948.] 


INTERNATIONAL Monetary Funp. Schedule of Par Values. 
Sixth issye. Washington D.C.: International Monetary Fund, 1948. 
". Be 7. 

[This convenient schedule gives the par values of all currencies, both of 
metropolitan areas and of the dependent non-metropolitan areas. ] 


What the United Nations is doing for Better World Trade. Lake 
Success : United Nations, 1948. 7}. Pp.17. 15 cents. 
[A brief account of the Havana Charter and of the working of I.T.O.] 


What the United Nations is doing for the Status of Women. Lake 
Success : United Nations, 1948. 8”. Pp. 14. 15 cents. 

[The Charter of the United Nations affirmed the equal rights of men and 
women. This pamphlet gives a brief account of what has since been done, 
mainly through the Economic and Social Council, the Commission on Human 
Rights and a subsequently established Commission on the status of women, to 
give effect to the charter.] 
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